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PRESCRIPTION  DRUGS:  IS  THERE  A  CURE  FOR 

THE  COSTS? 


THURSDAY,  JANUARY  16,  1992 

U.S.  House  of  Representatives, 

Select  Committee  on  Aging, 
Subcommittee  on  Housing  and  Consumer  Interests, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.  in  the  Co- 
lumbia Arts  Center,  407  W.  Evergreen  Boulevard,  Vancouver, 
Washington,  Hon.  Jolene  Unsoeld,  (acting  chairwoman  of  the  sub- 
committee), presiding. 

Members  present.  Representatives  Unsoeld  and  Wyden. 

Staff  present:  Brian  W.  Lindberg,  Staff  Director,  Subcommittee 
on  Housing  and  Consumer  Interests;  Paul  Elliott,  Special  Assistant; 
Representative  Unsoeld's  staff;  and  David  Schulke,  Chief  Health 
Policy  Adviser,  Representative  Wyden's  staff. 

STATEMENT  OF  CHAIRWOMAN  JOLENE  UNSOELD 

Mrs.  Unsoeld.  I  hereby  open  the  hearing  on  the  rising  cost  of 
prescription  drugs.  This  is  the  Select  Committee  on  Aging's  Sub- 
committee on  Housing  and  Consumer  Interests  convened  here  in 
Vancouver,  Washington,  on  January  16.  I  very  much  welcome 
those  of  you  who  are  here,  urge  some  of  you  who  are  standing  to 
come  on  down  and  be  seated.  Some  of  you  might  want  to  move  over 
into  the  center  section  and  have  a  little  better  visibility. 

The  health  care  system  in  this  country  is  really  on  the  critical 
list.  Last  year  we  spent  a  shocking  $665  billion  on  health  care. 
That  is  about  $1  out  of  every  $8  spent  on  goods  and  services  in  the 
country.  Health  care  costs  now  consume  more  than  12  percent  of 
our  gross  national  product,  and  that  is  double  what  it  was  just  30 
years  ago. 

We  spend  more  on  health  care  than  any  other  nation  in  the 
world  and  yet,  our  life  expectancy  is  shorter  than  many  other  na- 
tions in  the  industrialized  world  and  our  infant  mortality  rate  is 
close  to  that  of  some  third-world  nations.  In  short,  we  are  not  get- 
ting what  we  are  paying  for.  Unfortunately,  everything  indicates 
the  problem  is  going  to  get  worse  and  that  by  the  end  of  this 
decade,  health  care  costs  are  going  to  consume  probably  20  percent 
of  our  GNP. 

The  cost  of  health  care  is  one  of  the  most  critical  issues  confront- 
ing each  and  every  business,  each  and  every  health  care  provider, 
and  each  and  every  American.  Health  care  costs  are  skyrocketing 
out  of  control  and  as  they  do,  they  threaten  our  economy,  our  abili- 
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ty  to  compete  in  the  world  marketplace,  and  the  very  financial  sur- 
vival of  millions  of  Americans. 

Congressman  Wyden  and  I  were  among  200  members  of  Congress 
who  held  town  hall  meetings  earlier  this  week  on  this  issue.  I  have 
had  the  great  pleasure  of  being  able  to  work  well  with  Congress- 
man Wyden  and  our  hands  reach  across  that  Columbia  River  in- 
stead of  it  being  a  barrier  between  our  two  States  and  our  districts. 
We  wanted  the  views  of  our  constituents  on  how  Congress  should 
begin  to  address  this  crisis.  This  field  hearing  is  in  some  ways  a 
continuation  of  the  effort  we  started  earlier  in  the  week. 

This  morning  we  are  focusing  on  one  particular  aspect  of  health 
care  problems,  the  spiraling  cost  of  prescription  drugs.  It  is  our 
hope  that  our  distinguished  panels  of  witnesses,  all  of  whom  have 
extensive  knowledge  of  the  issue,  will  help  us  analyze  why  pre- 
scription drug  costs  are  out  of  sight  and  what  we  might  do  to  solve 
the  problem. 

I  am  particularly  pleased  that  Congressman  Wyden  is  here  with 
me  today  because  there  are  few  in  Congress  who  can  match  his 
record  of  protecting  the  interests  of  the  American  consumer, 
whether  it  is  highlighting  the  burgeoning  weight-loss  industry  as  it 
raises  false  hopes  for  people  who  want  to  become  magically  thin,  or 
trying  to  give  the  women  of  America  access  to  the  drug  RU  486,  or 
being  one  of  the  first  to  stand  up  against  the  Gag  Rule,  which  re- 
stricts health  care  professionals  in  federally-financed  family  plan- 
ning clinics  from  giving  women  all  the  options  they  need. 

Congressman  Wyden  has  been  one  of  the  foremost  spokespersons 
in  Congress  on  the  need  to  address  prescription  drug  costs.  Along 
with  Senator  Pryor  of  Arkansas,  he  spearheaded  legislation  to 
insure  the  Medicaid  program  gets  the  lowest  available  cost  for  pre- 
scription drugs.  He  is  now  working  on  legislation  to  insure  that 
other  government  programs  have  this  lowest  price  purchasing 
power. 

I  would  add  that  I  think  it  was  about  2  years  ago  we  had  a  hear- 
ing in  Vancouver,  the  two  of  us,  on  some  of  the  medigap  insurance 
practices.  As  a  result  of  that,  my  colleague  went  back  to  DC,  draft- 
ed legislation  and  got  that  put  into  law  so  that  seniors  would  not 
get  ripped  off  by  unnecessary  additional  policies  that  were  going  to 
be  duplicative  and  simply  take  advantage  of  their  fear  that  they 
might  not  have  adequate  health  coverage. 

In  1990,  we  spent  $32.3  billion  for  prescription  drugs  outside  of 
hospitals.  Now,  compared  to  our  total  health  care  costs,  that  might 
not  sound  like  much,  but  it  is  a  major  share  of  the  out-of-pocket 
health  care  costs  for  millions  of  Americans  because  nearly  three 
out  of  every  four  of  those  dollars  spent  on  prescription  drugs  came 
from  the  pockets  of  consumers,  came  out  of  your  pockets. 

Older  Americans  are  particularly  hard  hit  because  the  Medicare 
program  does  not  pay  for  prescription  drug  costs  outside  the  hospi- 
tal and  because  many  of  them  are  on  fixed  incomes  and  must  pay  a 
substantial  part  of  their  income  toward  those  drugs  and  because 
they  are  more  likely  to  have  prescription  drug  needs.  If  prescrip- 
tion drug  prices  were  remaining  constant,  we  would  not  be  here 
today.  They  are  not,  and  here  we  are. 

Between  1989  and  1990,  just  1  year,  prescription  drug  prices 
jumped  10  percent.  A  report  issued  by  the  Senate  Aging  Committee 
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last  fall  showed  that  manufacturers  increased  the  price  of  their 
prescription  drugs  by  152  percent  during  the  1980s,  three  times  the 
rate  of  inflation.  The  30  tablets  of  prescription  strength  Tylenol 
that  you  bought  for  $4.07  in  1985,  costs  you  $9.30  in  1990.  The 
American  public  has  a  right  to  know  why  and  whether  greed  is  a 
factor. 

Last  summer,  Forbes  Magazine,  considered  to  be  favorably  in- 
clined towards  big  business,  ran  a  cover  story  about  the  pharma- 
ceutical industry  called  ''America's  Most  Profitable  Business." 
They  wrote,  ''No  American  industry  has  ever  defied  the  laws  of 
economic  gravity  like  pharmaceuticals.  For  the  past  30  years,  the 
drug  makers  of  the  Fortune  500  have  enjoyed  the  fattest  profits  in 
big  business."  The  story  went  on  to  say  that  return  on  equity  for 
these  investors'  darlings  climbed  to  26  percent  in  1990,  double  the 
Fortune  500  median.  The  article  added  that  while  drug  makers 
funnel  hundreds  of  millions  into  research  and  development,  they 
spend  up  to  twice  as  much  on  sales  and  marketing.  In  short,  they 
are  making  a  killing,  and  America  is  picking  up  the  tab. 

That  is  part  of  the  problem,  but  the  impressive  list  of  distin- 
guished witnesses  who  have  agreed  to  testify  today  know  far  more 
about  the  magnitude  of  the  problem  than  do  I.  The  majority  of 
them  have  been  deeply  involved  in  health  care  in  one  form  or  an- 
other for  many  years. 

If  there  is  one  shortcoming  of  which  we  are  guilty,  it  is  in  not 
having  enough  witnesses  who  can  testify  to  their  own  personal  ex- 
periences as  they  try  to  keep  up  with  the  horrendous  increase  in 
prescription  drug  costs.  One  witness  I  had  hoped  would  be  able  to 
join  us,  but  who  has  not  because  we  ran  out  of  time,  is  Frances 
Corley  of  Vancouver. 

Mrs.  Corley  was  brought  to  my  attention  by  a  family  practice 
clinic  at  Southwest  Medical  Center.  She  is  68  years  old,  according 
to  her  physician  is  faced  with  astronomical  prescription  drug  costs. 
She  suffers  from  heart,  lung  and  liver  problems,  is  an  insulin-de- 
pendent diabetic,  has  asthma,  and  is  recovering  from  two  pelvic 
fractures  and  two  hip  fractures. 

Her  prescription  drug  costs  are  now  in  excess  of  $700  a  month, 
but  her  income  is  only  $459.  Under  Medicaid  spend  down  require- 
ments, she  must  pay  for  the  first  $1000  in  prescription  drug  costs 
in  any  3-month  period,  with  Medicaid  picking  up  the  remainder.  It 
seems  to  me  Mrs.  Corley  has  enough  to  worry  about  with  her 
health  problems  not  to  have  to  worry  about  the  cost  of  her  pre- 
scription drug  needs. 

I  am  told  that  Frances  and  her  husband,  whose  prescription  drug 
costs  are  about  $400  a  month,  used  to  babysit  to  make  ends  meet. 
Then  after  their  health  deteriorated,  they  were  forced  to  borrow 
money  from  family  and  friends.  I  cannot  imagine  how  the  Corleys 
get  by,  and  I  know  that  there  are  many  cases  like  theirs  out  there. 
Some  of  you  in  the  audience,  some  of  you  who  are  listening  today, 
may  fit  into  that  category. 

Now,  I  welcome  the  testimony  that  we  are  going  to  have  today.  I 
would  like  to  introduce  to  you  and  ask  you  to  welcome  Congress- 
man Ron  Wyden  from  Oregon. 
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STATEMENT  OF  REPRESENTATIVE  RON  WYDEN 

Mr.  Wyden.  Jolene,  thank  you  very  much,  and  I  really  appreci- 
ate your  arranging  to  have  this  hearing  of  the  Select  Committee  on 
Aging  in  your  district.  I  think  I  would  like  to  say  to  those  that  are 
here,  it  is  very  customary  that  Members  of  Congress  throw  bou- 
quets at  each  other  and  say  that  they  are  the  greatest  things  since 
night  baseball  and  all  this  kind  of  thing.  But  I  have  to  tell  you  that 
I  do  not  think  there  is  anybody  in  the  United  States  Congress  who 
fights  harder  for  the  rights  of  consumers  and  seniors  and  those 
that  we  are  going  to  be  talking  to  today  than  Jolene  Unsoeld. 

You  can  go  through  a  wide  variety  of  bills,  whether  it  is  health 
care  legislation  to  help  women  and  seniors.  Jolene  organized  a 
''Medigap"  hearing.  The  Medigap  bill  produced  the  first  tough  Fed- 
eral regulation  of  insurance  that  we  have  ever  had  in  this  country. 
At  the  end  of  this  year,  there  are  going  to  be  just  a  handful  of  uni- 
form policies  that  cover  seniors.  That  really  came  about  to  a  great 
extent  because  Jolene  was  willing  to  have  an  early  hearing,  bring 
folks  in  from  Oregon  and  Washington  to  document  the  problem. 

So,  Jolene,  it  is  great  to  be  with  you. 

Mrs.  Unsoeld.  Thank  you  for  coming. 

Mr.  Wyden.  Like  you  heard  on  Tuesday,  there  is  a  real  people's 
army  that  is  out  there  for  health  care  reform.  I  heard  on  Tues- 
day— a  gentleman  came  to  the  Salem,  Oregon,  meeting.  He  said  he 
drove  a  hundred  miles  to  give  his  nickel's  worth,  as  he  put  it,  and 
described  how  he  spent  a  third  of  his  income  on  prescription  drugs, 
even  after  he  got  a  10  percent  discount  from  the  pharmacist.  He 
gets  a  bit  of  miserly  help  from  one  of  his  private  insurers,  maybe 
another  10  percent,  but  nobody  will  sell  him  a  policy  that  really 
helps  him. 

His  wife,  Mrs.  Thompson,  is  ineligible  for  Medicare.  During  her 
career,  many  of  her  employers  did  not  pay  into  Social  Security.  Mr. 
Thompson  is  not  yet  eligible  for  one  of  the  Medigap  policies  be- 
cause as  he  said,  '1  am  too  young  at  58." 

What  was  especially  infuriating  was  to  hear  that  Mr.  Thompson 
pays  400  percent  more  for  ulcer  medicine  in  the  United  States  than 
those  citizens  of  Mexico  pay  for  a  product  which  his  doctor  has  con- 
firmed is  the  identical  product  made  by  the  identical  manufactur- 
er. 

Now,  Mr.  Thompson  is  not  the  only  one  out  there  getting  gouged 
by  these  400  percent  price  hikes.  Too  many  of  the  drug  companies 
in  this  country  are  selfishly  stiffing  consumers  like  Mr.  and  Mrs. 
Thompson.  As  a  result,  the  underfunded  government  programs 
have  had  great  difficulty  paying  for  needed  medicine.  The  private 
insurers  pay  for  little  or  nothing.  Medicare  cannot  afford  to  cover 
drugs  and  Medicaid  is  essentially  broker  after  seeing  drug  prices 
shoot  up  faster  than  anything  except  paying  for  jails. 

A  lot  of  the  drug  manufacturers  are  inflicting  this  economic  car- 
nage on  the  poor  and  the  elderly,  and  they  have  been  doing  it  for 
more  than  a  decade.  About  the  only  exceptions  in  the  last  10  years 
have  been  large,  private  buyers,  who  got  discounts  because  they 
could  purchase  in  volume,  and  the  Veterans  Administration,  which 
seems  to  get  a  good  break,  as  far  as  I  can  tell,  because  they  train 
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half  of  the  doctors  in  the  United  States  and  the  drug  companies 
are  anxious  to  get  the  doctors  acclimated  with  their  products. 

For  more  than  a  decade,  the  Oregon  and  Washington  Medicaid 
programs  have  been  fleeced  by  these  white  collar  drug  lords.  The 
program  that  serves  the  poor  often  paid  50  percent  more  for  a 
given  drug  than  would  a  large,  private  hospital  or  other  preferred 
customers.  From  a  national  perspective,  Medicaid,  which  by  any- 
body's calculation,  ought  to  be  a  large  buyer  since  it  spends  $5  bil- 
lion on  medicine — that  $5  billion  program  was  being  overcharged 
by  at  least  $600  million  a  year. 

In  October,  1990,  over  the  all-out  opposition  of  the  pharmaceuti- 
cal lobby.  Congress  enacted  legislation  based  on  a  simple  premise: 
To  do  business  with  the  Federal  Government,  drug  companies 
would  have  to  give  Medicaid  the  best  price  that  they  gave  those 
preferred  private  buyers. 

On  the  night  before  the  bill  was  enacted,  I  strongly  urged  my  col- 
leagues to  require  that  as  part  of  this  legislation  that  the  best  price 
be  frozen  as  of  October,  1990,  and  not  permitted  to  rise  faster  than 
the  rate  of  inflation.  I  made  this  a  strong  statement  because  I  was 
concerned  then  that  unscrupulous  drug  companies  would  go  out 
and  try  to  raise  the  so-called  best  price  on  both  public  and  private 
customers  and  thereby  undermine  a  portion  of  the  law's  benefit  by 
sticking  it  to  those  in  the  private  sector. 

Freezing  prices  as  of  October,  1990,  plus  the  rate  of  inflation  was 
part  of  my  original  efforts  in  dealing  with  Medicaid  and  drugs.  The 
drug  companies  fought  it  all  out,  pulled  out  all  the  stops  to  oppose 
that  price  freeze  as  of  October,  1990,  and  they  were  able  to  prevail. 

So  here  is  the  situation  today,  and  it  is  important  to  set  this  as 
our  backdrop  for  where  we  go  now.  From  a  national  perspective, 
the  Medicaid  program  is  achieving  drug  savings  even  greater  than 
was  projected.  But  as  I  anticipated,  on  the  night  before  the  Con- 
gress push  that  bill  on  the  way  to  the  President,  there  are  some 
serious  new  problems  because  several  drug  companies,  having  de- 
feated that  effort  to  freeze  the  prices  in  October  of  1990,  have  gone 
out  and  tried  to  scalp  some  other  people. 

They  have  gone  out  and  tried  to  scalp  the  VA,  some  of  our  hospi- 
tals, some  of  our  community  clinics  and  health  maintenance  orga- 
nizations. Those  drug  companies  are  taking  this  extra  pound  of 
flesh  just  because  we  said  in  the  Congress  that  Medicaid  ought  to 
get  a  fair  shake  when  it  buys  drugs.  When  they  sock  it  to  the  cus- 
tomers, the  drug  industry  is  grabbing  money  that  would  go  to  heal 
the  frail  and  the  sick  and  use  it  to  pad  the  bottom  line. 

Congresswoman  Unsoeld  and  I  are  holding  this  hearing  for  one 
reason,  and  that  is  we  are  not  going  to  stand  idly  by  and  watch  the 
drug  companies  go  out  and  figure  out  another  plan  to  shellack  the 
consumers  of  the  Pacific  Northwest.  I  am  going  to  be  introducing 
legislation  shortly  that  would  allow  all  government  programs  to 
earn  significant  price  breaks  and  insure  that  the  drug  companies 
cannot  figure  out  a  way  to  penalize  the  private  buyers. 

The  next  step  that  I  urge  that  we  take  is  to  join  together  all  the 
government  buyers,  including  the  VA,  the  public  health  service 
programs,  the  Medicaid  program,  all  the  government  buyers,  into  a 
$50  billion  buying  group  that  can  force  the  drug  companies  to  give 
all  government  programs  a  price  break. 
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Second,  I  will  propose  that  the  private  buyers  get  full  protection, 
the  private  buyers  such  as  the  hospitals  and  health  maintenance 
organizations,  by  simply  letting  them  go  out  at  this  point  and  nego- 
tiate the  best  price  that  they  can  regardless  of  what  the  govern- 
ment pays.  I  believe  that  with  this  new  legislation  the  large  gov- 
ernment purchasing  group  can  have  enough  clout  in  the  market- 
place to  lower  the  prices  for  the  millions  of  people  who  depend  on 
those  government  programs  and  also  help  the  many  frustrated  pri- 
vate buyers  who  I  believe,  as  the  purchasing  group  of  the  govern- 
ment gets  more  and  more  clout,  we  will  see  private  buyers  ask  to 
join  that  government  purchasing  group  so  they  can  get  savings,  as 
well. 

This  cost  containment  mechanism  that  I  will  be  proposing  does 
not  leave  anymore  loopholes  for  the  drug  companies  to  go  out  to 
exploit,  and  I  believe  is  a  concrete  model  for  the  kind  of  approach 
that  we  can  use  in  cost  containment  to  finally  rein  in  these  giant 
medical  bills  that  are  clobbering  so  many  of  our  citizens. 

Congresswoman  Unsoeld  and  I  feel  very  strongly  that  when  con- 
stituents are  getting  clobbered  by  these  300  and  400  percent  price 
hikes  on  lifesaving  medicine,  it  is  time  to  put  in  place  a  seamless 
web  of  protection  so  that  drug  companies  and  others  who  try  to  ex- 
ploit the  consumer  find  that  government  is  going  to  take  them  on 
and  stand  up  for  the  people  and  not  for  the  lobbyists. 

So  I  am  very  pleased  to  be  here  with  Congresswoman  Unsoeld 
and  just  commend  her  for  getting  this  Aging  Committee  hearing. 
We  are  going  to  be  part  of  the  effort  to  clean  house  this  session  as 
it  relates  to  health  care.  Jolene,  thank  you  for  including  me  and 
for  all  your  leadership. 

[The  prepared  statement  of  Mr.  Wyden  follows:] 
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Ms.  Unsoeld,  thank  you  for  agreeing  to  convene  this  timely  hearing 
on  the  persistent  problem  of  the  af f ordability  of  prescription 
drugs.  I  understand  that  your  Tuesday  health  town  meetings,  like 
all  four  held  in  Oregon,  overflowed  with  angry  constituents 
demanding  that  Congress  take  action  to  curb  rising  health  costs  and 
guarantee  access  to  medical  care. 

At  the  Salem,  Oregon,  meeting,  I  heard  from  Mr.  Jim  Thompson,  who 
said  "I  drove  over  100  miles  to  tell  you  my  nickel's  worth".  I 
learned  that  the  Thompsons  are  spending  almost  one-third  of  their 
income  on  prescription  drugs,  even  after  receiving  a  10%  senior 
citizen  discount  -from  their  pharmacist.  They  get  a  miserly 
additional  10%  of  their  drug  bill  paid  by  private  insurance,  but  no 
insurance  company  will  sell  them  a  better  policy. 

Mrs.  Thompson  is  ineligible  for  Medicare,  because  during  her  career 
many  of  her  employers  failed  to  pay  into  Social  Security.  Mr. 
Thompson  can't  get  a  supplemental  Medicare  policy  because  at  58 
he's  "too  young". 

It  was  infuriating  to  hear  that  Mr.  Thompson  pays  400%  more  for 
ulcer  medicine  here  in  the  United  States  than  the  people  of  Mexico 
pay  for  a  product  which  his  doctor  confirmed  is  the  identical 
product,  made  by  the  identical  manufacturer. 

Mr.  Thompson  is  not  alone.  For  years,  too  many  drug  companies  have 
selfishly  stiffed  the  public  by  gouging  people  like  the  Thompsons. 
As  a  result,  underfunded  government  programs  have  been  unable  to 
pay  for  needed  medicines,  and  private  insurance  plans  offer  little 
or  no  assistance.  For  example.  Medicare  can't  afford  to  cover 
prescription  drugs,  and  Medicaid  —  the  tattered  health  insurance 
safety  net  for  the  poor  —  is  flat  broke  after  seeing  drug  prices 
shoot  up  faster  than  everything  but  the  cost  of  building  jails. 
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The  fact  is,  many  drug  manufacturers  are  inflicting  economic 
carnage  on  the  elderly,  the  poor  and  the  chronically  ill  by  pricing 
medicine  beyond  their  reach.  Almost  everyone  has  taken  a  pounding 
during  the  past  decade  —  the  only  exceptions  being  large  private 
customers  who  got  discounts  because  they  could  purchase  in  volume, 
and  the  Veterans  Administration,  which  seemed  to  get  a  good  break 
on  drug  prices  because  they  train  half  the  doctors  in  the  United 
States. 

For  years,  the  Medicaid  program  got  fleeced  by  the  white  collar 
drug  lords.  The  government  program  that  serves  the  poor  often  paid 
50  percent  more  for  a  given  drug  than  large  private  hospitals  and 
other  preferred  customers.  Medicaid,  a  large  buyer  by  anyone's 
calculation  since  it  spends  $5  billion  a  year  on  medicine,  was 
being  overcharged  at  least  $600  million  a  year. 

In  October  1990,  over  the  vigorous  objections  of  the  pharmaceutical 
lobby.  Congress  enacted  legislation  based  on  a  simple  premise:  to 
do  business  with  the  Federal  government,  drug  companies  would  have 
to  give  Medicaid  the  "best  price"  they  give  their  preferred 
customers . 

On  the  night  before  this  bill  was  enacted,  I  urged  my  colleagues  to 
require  as  part  of  the  legislation  that  the  "best  price"  would  be 
frozen  as  of  October  1990,  and  could  not  rise  faster  than 
inflation.  I  said  this  because  I  feared  that  unscrupulous  drug 
companies  would  simply  raise  the  so-called  "best  price"  on  both 
public  and  private  customers,  thereby  undermining  a  portion  of  the 
law's  benefit. 

The  drug  companies  pulled  out  all  the  stops  to  fight  my  suggestion, 
and  they  prevailed. 

As  a  result  the  Medicaid  program  is  achieving  drug  price  savings 
even  greater  than  was  projected,  but  now  there  is  a  serious  new 
problem.  Several  drug  companies,  having  defeated  my  efforts  to 
lock  in  1990  price  discounts,  are  trying  to  scalp  the  Veterans 
Administration,  hospitals,  community  clinics,  and  health 
maintenance  organizations. 

The  drug  companies  are  taking  this  extra  pound  of  flesh  because 
Congress  required  that  the  industry  give  Medicaid  a  fair  shake. 
When  they  sock  it  to  these  customers,  the  drug  industry  is  grabbing 
money  that  would  go  to  heal  the  frail  and  the  sick,  and  using  it  to 
pad  their  already  healthy  bottom  line. 

Congresswoman  Unsoeld  and  I  are  holding  this  hearing  because  we  are 
not  going  to  stand  idly  by  while  the  drug  companies  shellack 
another  group  of  customers. 
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I  will  introduce  shortly  legislation  that  will  allow  all  government 
programs  to  earn  significant  price  breaks,  and  ensure  that  the  drug 
companies  can  no  longer  penalize  private  buyers.  My  bill  takes  two 
steps:  (1)  it  joins  together  all  government  buyers,  including  the 
Veterans  Administration,  public  health  service  clinics,  and 
Medicaid  programs,  into  a  fifty  billion  dollar  buying  group  that 
can  force  the  drug  industry  into  giving  them  lower  prices;  and  (2) 
it  protects  all  private  buyers  —  such  as  hospitals  and  health 
maintenance  organizations  —  by  simply  letting  them  go  out  and 
negotiate  the  best  price  they  can,  regardless  of  what  the 
government  pays. 

I  believe  that  with  this  new  legislation,  the  government  purchasing 
group  will  have  such  a  marketplace  presence  that  many  frustrated 
private  customers  with  little  marketplace  clout  —  such  as  small 
businesses  —  will  want  to  join  in  and  realize  savings  as  well. 

This  cost  containment  mechanism  leaves  no  loopholes  for  the  drug 
companies  to  exploit,  and  is  a  concrete  model  for  the  Federal 
government  to  use  to  rein  in  skyrocketting  medical  bills  as  part  of 
a  national  health  reform  package. 

Congresswoman  Unsoeld,  it's  not  right  for  our  constituents  to  get 
clobbered  by  400%  mark-ups  on  lifesaving  medicine.  There's  a 
peoples'  army  that  wants  Congress  to  put  in  place  real  health  care 
reform.     It's  time  to  get  moving. 
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Mrs.  Unsoeld.  Thank  you.  You  can  see  why  I  enjoy  working  with 
him;  can  you  not?  He  is  a  real  leader  in  these  areas.  In  addition  to 
the  goodness  of  Congressman  Wyden  to  come  across  the  river  and 
give  up  some  of  his  time  in  his  district,  we  are  indebted  to  the 
Select  Committee  on  Aging  and  the  subcommittee.  I  would  like  to 
introduce  the  staff  for  the  committee. 

Brian  Lindberg,  where  are  you?  Here  he  is.  He  has  come  out 
from  Washington,  DC,  to  help  orchestrate  this  and  so  that  we  could 
make  this  an  official  hearing.  I  would  like  to  introduce  from  Con- 
gressman Wyden's  staff  David  Schulke  and  Kathy  Hoselton.  Where 
are  the  two  of  you?  Do  you  want  to  wave  your  hands?  There  they 
are  in  the  back  there. 

From  my  staff,  I  would  like  to  introduce  Donna  Levin,  Shelley 
Herochik,  and  Paul  Elliott.  Paul,  where  are  you?  Here.  Paul  is 
from  my  Washington  staff  who  works  on  these  issues. 

I  would  like  to  introduce  the  court  reporter,  Jim  Terrell.  Many  of 
you  are  probably  not  familiar  with  the  congressional  hearings,  for 
which  there  is  an  official  record  kept.  That  is  why  all  of  the  words 
that  are  spoken  today  are  taken  down  by  our  reporter. 

I  would  also  point  out  to  all  of  you  who  may  decide  that  there  is 
something  that  you  would  like  us  to  have  the  benefit  of  knowing 
that  the  official  record  will  be  kept  open  for  2  weeks  following  this 
meeting.  You  may  mail  or  take  to  my  office  here  in  Vancouver 
your  written  testimony,  or  you  may  mail  it  to  Washington,  DC,  and 
we  will  include  it  in  that  official  record  so  that  the  entire  commit- 
tee can  benefit  from  the  knowledge  of  you  people  here. 

I  want  to  welcome  the  testimony  today  of  our  witnesses.  I  expect 
to  learn  a  lot  more  about  this  topic  so  that  I  can  take  it  back  to 
that  debate  in  the  other  Washington  as  we  try  to  understand  better 
the  nature  and  the  magnitude  of  the  problem  of  accessible  and  af- 
fordable health  care  and  search  for  its  solutions. 

I  would  like  now  to  introduce  our  first  panel.  I  will  call  on  Joy 
Belcourt,  from  Portland,  Oregon,  who  is  the  Director  of  Pharmacy 
Services,  Multnomah  County  Department  of  Human  Services.  Let 
me  just  peek  around  here  to  see  you.  So  if  you  would  like  to  pro- 
ceed, and  then  I  will  introduce  each  as  they  have  the  opportunity 
to  speak. 

STATEMENT  OF  JOY  BELCOURT,  R.PH.,  DIRECTOR  OF  PHARMACY 
SERVICES,  MULTNOMAH  COUNTY  DEPARTMENT  OF  HEALTH 
SERVICES,  PORTLAND,  OREGON 

Ms.  Belcourt.  Thank  you.  Honorable  Co-chairs,  Congresswoman 
Unsoeld  and  Congressman  Wyden.  It  is  a  pleasure  to  be  here  today 
to  address  this  group.  My  name  is  Joy  Belcourt.  I  am  Director  of 
Pharmacy  for  the  Multnomah  County  Health  Department. 

Multnomah  County  Health  Department  serves  45,000  clients  in 
seven  county  operated  health  care  centers  and  seven  school  based 
health  centers.  Services  are  available  to  all  county  residents.  Fees 
are  charged  on  a  discounted  scale  according  to  household  income 
and  size.  In  spite  of  our  success  at  obtaining  Federal  grants  and 
collecting  client  fees,  we  were  unable  to  serve  another  20,000  resi- 
dents who  are  low  income  and  have  no  access  to  health  care. 
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One  of  my  duties  in  working  at  the  county  is  the  purchasing  of 
medications  for  use  in  Multnomah  County  facihties,  and  that  is 
what  I  would  like  to  discuss  here  today. 

In  the  past  year,  the  prices  of  prescription  medications  have  in- 
creased substantially.  I  have  listed  for  the  record  20  medications 
out  of  the  county  formulary  of  approximately  400  medications 
whose  price  increases  from  last  contract  year  to  this  contract  year 
illustrate  my  point.  All  of  these  medications  are  frequently  pre- 
scribed in  our  clinics.  Although  only  5  percent  of  the  items  on  our 
formulary,  these  medications  account  for  more  than  15  percent  of 
our  total  prescriptions.  Some  of  their  uses  are  treatment  of  asthma 
and  prevention  of  pregnancy.  Others  treat  infections  to  decrease 
subsequent  problems  that  might  require  hospitalizations  or  long- 
term  complications.  Included  are  drugs  to  treat  seizure  disorders  so 
patients  can  work  and  live  normal  lives.  One  medication  treats 
peptic  ulcer  disease  in  an  outpatient  setting  to  prevent  problems 
that  could  result  in  hospitalization  and  possibly  death  if  left  un- 
treated. 

These  medications  have  had  price  increases  in  a  range  of  17  to 
518  percent  in  1  year.  The  average  increase  is  190  percent.  We 
search  for  the  best  possible  prices,  including  substantial  generic 
purchasing,  while  reviewing  therapeutic  categories  to  eliminate 
more  costly  drugs  in  favor  of  equally  effective  lower  priced  items. 
We  avoid  sole  source  medications  because  of  their  inherently 
higher  prices.  As  a  result,  we  are  often  not  able  to  add  new,  expen- 
sive medications  to  our  formulary  because  of  cost  and  budget  con- 
straints. 

Multnomah  County  purchases  medications  from  price  agree- 
ments administered  by  the  State  of  Oregon.  I  am  on  a  pharmaceu- 
tical committee  which  advises  the  State  purchasing  division  on  bids 
and  contracts  with  pharmaceutical  manufacturers,  distributors, 
and  wholesalers.  This  year,  the  pharmaceutical  committee  found 
this  process  extremely  difficult  for  the  following  reasons: 

One,  many  manufacturers  did  not  want  to  offer  a  firm  contract 
price  for  a  1-year  period.  Some  were  unwilling  to  hold  their  prices 
firm  for  any  period. 

Two,  some  companies  doubled,  tripled,  and  even  quadrupled 
prices.  Others  had  only  modest  increases.  This  pricing  made  budget 
projections  impossible. 

Three,  other  companies  offered  pricing  for  Medicaid  clients  only. 
In  an  integrated  system  like  Multnomah  County,  which  serves  both 
Medicaid  and  other  patients,  this  would  require  duplicate  purchas- 
ing, storage  and  dispensing  of  each  drug  to  ensure  a  Medicaid  and 
a  non-Medicaid  supply. 

As  costs  for  prescription  drugs  escalate,  many  patients  find 
themselves  unable  to  afford  expensive,  but  essential,  medications. 
At  our  county  clinics,  we  see  this  is  especially  true  for  anyone  who 
has  a  chronic  medical  condition  requiring  ongoing  medications. 
Often  there  are  elderly,  low  income  or  mentally  ill  patients  who 
can  least  afford  costly  prescriptions. 

The  elderly  have  Medicare  to  cover  their  office  visits  to  the 
doctor,  but  no  coverage  or  assistance  in  purchasing  prescriptions. 
Those  who  have  chronic  medical  problems  requiring  treatment 
with  medications  often  find  their  fixed  incomes  cannot  cover  these 
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therapies.  Many  Medicare  patients  find  their  way  to  county  cHnics 
because  we  offer  prescriptions  as  part  of  our  services.  That  strategy 
adds  costs  to  the  county  system,  without  resources  to  cover  those 
costs.  This  dramatically  impacts  the  county's  ability  to  provide 
health  care. 

Although  Multnomah  County  has  a  fund  to  provide  for  outside 
referrals,  this  Health  Source  fund  has  not  increased  in  3  years  be- 
cause of  budget  constraints.  Health  Source  provides  for  referrals 
for  specialty  care  which  is  beyond  the  scope  of  the  county  primary 
care  clinics.  Funds  provide  for  ultrasounds,  CAT  scans,  mammo- 
grams and  breast  biopsies  for  early  detection  and  treatment  of 
breast  cancer,  surgical  placement  of  ear  tubes  in  children  with 
chronic  ear  infections  which,  if  left  untreated,  could  result  in  per- 
manent hearing  loss,  and  many  more  preventative  procedures. 
These  referrals  are  made  to  community  medical  providers  who 
often  discount  their  services  to  us.  A  wide  range  of  referrals  is 
made  with  special  attention  to  prevention  of  chronic  medical  prob- 
lems through  early  diagnosis  and  treatment. 

The  astronomical  increases  in  drug  prices  impact  our  ability  to 
provide  basic  health  care  and  cannot  but  impact  our  funding  for 
referrals  for  specialty  care  we  do  not  have  in  our  primary  care  clin- 
ics. As  drug  costs  continue  to  increase,  especially  in  the  unpredict- 
ably wild  way  they  have,  the  cost  of  providing  medications  to  our 
patients  will  adversely  affect  the  overall  health  budget,  and  drug 
costs  will  comprise  an  even  larger  percentage  of  the  total  cost  of 
health  care. 

I  believe  the  county's  drug  budget  is  captive  to  the  whims  of  drug 
companies,  as  evidenced  by  price  increases  of  over  500  percent  in  1 
year.  Public  health  cannot  predict  or  absorb  these  incredible  costs, 
nor  can  patients  whose  lives  depend  on  these  companies' s  medica- 
tions. 

Thank  you  for  this  opportunity  to  present  the  information. 
[Supplemental  material  submitted  by  Ms.  Belcourt  follows:] 
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MEDICATION 

Albuterol  Inhaler  17g 

Tagamet  300mg 
100/btl 

Erythromycin  250mg 
E.G.  500/btl 

Insulin  NPH  UlOO 
human  10ml 

Lithobid  300mg 
100/btl 

Nitroglycerin 
patches  30 /box 

Norflex  lOOmg 
100/btl 

Potassium  Qiloride 
8mEq  1000 /btl 

Premarin  0.625mg 
1000/btl 

Theodur  300mg 
1000/btl 

Azmacort  Inhaler 

Monistat  7  Cream 

Ortho  Novum  7/7/7 

Ortho  Novum  1/35 

Micronor 

Ovcon  35 

Beclcmethasone  Nasal 
Inhaler 

Tegretol  100/btl 

Pediazole  Suspension 
(or  generic)  100ml 

Dilantin  lOOmg  1000/btl 
AVERAGE  PRICE  INCREASE 


PRICE 
4/90-3/91 

$  5.65 

$49.00 

$18.75 

$  5.25 

$  3.00 

$  5.40 

$15.00 

$  7.00 

$78.48 

$30.00 

$  4.25 

$  5.25 

$  .23 

$  .38 

$  .39 

$  .95 

$  5.95 
$  6.30 

$  4.45 
$83.52 


190% 


*  Price  was  $11.65  from 
**Price  was  $15.86  from 


4/1-12/31/91,  increased 
4/1-12/31/91,  increased 


PRICE 
4/91-3/92 

$  14.52* 

57.16 

28.12 

6.72 

12.32 

9.00 

87.75 

43.25 

252.19 

170.85 
9.90 
11.19 
.43 
.84 
1.50 
1.7'7 

19.77** 
27.47 

5.50 
137.37 


to  $14.52  1/1/92, 
to  $19.77  1/1/92. 


PERCENTAGE 
INCREASE 

157% 

17% 

50% 

28% 
311% 

67% 

485% 

518% 

221% 

470% 
133% 
113% 

87% 
121% 
285% 

86% 

232% 
336% 

24% 
64% 


56-161  -  93  -  2 
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Mrs.  Unsoeld.  Thank  you.  The  next  witness  is  David  Mata,  from 
Woodburn,  Oregon,  from  the  Salud  Medical  Center  in  the  Migrant 
Health  Center. 

STATEMENT  OF  DAVID  MATA,  MEDICAL  DIRECTOR,  SALUD 
MEDICAL  CENTER,  WOODBURN,  OREGON 

Dr.  Mata.  My  name  is  Dr.  David  Mata,  and  I  am  the  medical  di- 
rector and  a  family  physician  at  Salud  Medical  Center  in  Wood- 
burn,  Oregon.  Salud  is  a  migrant  community  health  center  provid- 
ing a  variety  of  primary  care  health  services,  including  preventive, 
prenatal,  acute  and  chronic  medical  and  dental  care,  laboratory 
and  x-ray  diagnostic  procedures,  and  pharmaceutical  dispensary 
services.  Our  clients  are  assisted  with  health  education  and  trans- 
portation via  our  outreach  program,  and  they  receive  nutritional 
counseling  and  assistance  through  our  WIC  program. 

Our  service  area  covers  the  four  county  areas  of  Marion,  Polk, 
Clackamas,  and  Yamhill  in  the  Willamette  Valley.  We  treat  33,000 
patients  annually,  81  percent  of  whom  are  Hispanic,  and  65  per- 
cent of  whom  are  migrant  and  seasonal  farm  workers.  The  remain- 
der are  low-income  White,  about  14  percent,  and  Russian,  5  per- 
cent, patients.  Most  of  our  patients,  which  is  about  85  percent  of 
them,  are  at  or  below  the  Federal  poverty  level. 

The  increasing  cost  of  prescription  drugs  is  one  of  our  greatest 
concerns  at  this  time.  Salud  operates  a  small  dispensary  to  make 
available  as  many  medications  as  possible  at  the  lowest  price  possi- 
ble. Unfortunately,  many  of  our  patients  have  medical  conditions 
that  require  medications  that  are  too  expensive  for  us  to  carry. 
They  must  be  obtained  from  an  outside  pharmacy  at  considerable, 
often  prohibitive,  expense.  Their  illnesses  become  worse  and  they 
develop  more  costly  medical  complications  which  could  have  been 
prevented  with  access  to  simple  medications. 

In  my  experience,  Hispanic  farm  workers  are  fairly  compliant  as 
much  as  they  can  be  in  their  situation.  But  how  can  they  comply 
when  the  medicines  are  inaccessible  because  of  cost?  Even  if  the 
medication  is  barely  affordable,  a  migrant  parent  often  has  to 
decide  between  their  own  health  or  putting  food  in  their  family's 
mouths.  As  a  health  care  provider,  it  is  disheartening  to  see  a 
family  try  to  do  their  absolute  best  to  seek  medical  attention,  only 
to  go  without  their  cure  because  of  the  high  monetary  cost. 

Our  patients  have  a  very  high  rate  of  common,  as  well  as  com- 
plex, medical  illnesses.  Among  these  are  intestinal  problems,  diabe- 
tes, hypertension,  infectious  diseases,  and  complications  from  skin 
traumas.  Early  interventions  with  medications  can  prevent  costly 
and  often  life-threatening  medical  complications  in  the  majority  of 
these  problems,  but  our  patients  simply  cannot  afford  them. 

Intestinal  problems  are  quite  common  due  to  the  great  stress  of 
lifestyle,  pressures  and  family  separation.  Gastritis  and  ulcers  de- 
velop and  impede  their  wellbeing.  Intestinal  parasites  are  a  major 
contributing  factor,  sapping  their  energy  and  causing  iron  deficien- 
cy anemia.  Upwards  of  90  percent  of  the  migrant  children  we 
screened  in  the  fields  in  1990  were  anemic.  After  our  pharmaceuti- 
cal samples  were  quickly  depleted,  there  was  no  recourse  but  to 
write  out  a  prescription  for  the  appropriate  medicines  to  complete 
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the  cure.  This  is  where  the  impenetrable  wall  arises.  How  is  this 
prescription  going  to  benefit  the  patient  if  he  or  she  cannot  afford 
it? 

As  an  example  of  these  costs,  consider  Cimetidine,  a  medication 
to  inhibit  the  production  of  stomach  acid,  which  when  taken  as  a 
400  milligram  tablet  twice  a  day  to  treat  an  ulcer,  costs  our  patient 
a  total  of  about  $92.56  for  a  one-month  course.  If  a  45-pound  girl 
has  intestinal  parasite  Giardia  lamblia,  she  will  need  a  5-day 
course  of  furazolidone  per  day,  for  a  total  of  $92.20.  If  there  are 
multiple  siblings  in  the  household  needing  the  same  therapy,  it  is 
clearly  an  impossible  situation  for  the  farm  worker  parents.  These 
prices  are  simply  out  of  reach  for  indigent  migrants.  Yet,  it  is  far 
less  expensive  to  provide  medications  to  treat  these  diseases  than 
the  alternate  of  waiting  until  the  disease  is  so  advanced  that  the 
only  alternative  may  be  surgical  intervention  or  even  death,  as  in 
the  case  of  untreated  ulcer  disease. 

Hispanics  have  a  very  high  rate  of  diabetes  and  suffer  six  times 
the  kidney  complications  and  three  times  the  retinal  eye  complica- 
tions from  this  disease  as  compared  to  Whites.  We  simply  cannot 
tolerate  any  kind  of  loose  control  of  blood  sugar  since  this  will  ac- 
celerate the  onset  of  these  complications.  Yet  the  cost  of  blood  glu- 
cose meters,  $150  average,  needed  to  properly  monitor  their  blood 
sugar  levels,  and  the  cost  of  the  chemstrips,  about  50  cents  apiece 
or  more,  make  the  cost  of  adequate  monitoring  prohibitive.  A  dia- 
betic on  combination  insulin  therapy  using  a  minimum  of  four 
vials  per  month  needs  at  least  $56  per  treatment.  Oral  agents  are 
not  inexpensive,  either,  when  they  have  to  be  taken  two  or  four 
times  a  day. 

Hypertension  is  often  undiagnosed  and/ or  undertreated  in  many 
Hispanic  farm  workers.  It  is  a  silent  disease,  and  our  Outreach 
team  screened  3800  migrants  last  summer  to  try  to  detect  it.  About 
10  percent  had  undiagnosed  hypertension.  When  diagnosed,  it  is 
not  uncommon  to  find  it  quite  severe.  Anti-hypertensive  drugs  are 
very  expensive.  Calcium  channel  blockers  such  as  Procardia  XL 
cost  from  $64  to  $75  a  month.  ACE  inhibitors  such  as  Zestril  may 
cost  $28  to  $57  per  month.  Our  providers  agonize  when  we  have  no 
choice  but  to  add  one  medication  onto  another  in  order  to  bring 
about  adequate  control.  I  have  seen  the  high  cost  of  prescription 
drugs  impair  compliance.  Uncontrolled  hypertension  can  cause  a 
stroke  or  heart  attack  within  5  years. 

Infectious  diseases  ranging  from  respiratory  to  skin  problems  are 
very  common  among  our  farm  workers.  Living  in  close  quarters  in 
unsanitary  conditions  in  many  migrant  camps  is  a  set  up  for  con- 
tracting upper  respiratory  illnesses  that  are  often  resistant  to  some 
antibiotics.  One  tablet  of  Suprax  costs  $5.86,  with  a  whole  course  of 
treatment  costing  approximately  $45  to  $75.  While  penicillin  is  rel- 
atively inexpensive,  if  you  have  a  penicillin-allergic  worker  with 
pneumonia  who  needs  Ceclor,  he  has  to  find  $110.96  or  miss  out  on 
proper  treatment.  People  die  from  pneumonia. 

Last  week,  I  had  an  elderly  woman  63  years  old  who  had  to  be 
admitted  to  the  hospital  because  she  could  not  afford  medication 
for  her  emphysema  and  asthma  and  became  complicated  in  her  dis- 
ease and  was  quite  severely  ill. 
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Serious  complications  from  skin  trauma  are  numerous.  Infected 
thorn  punctures,  spider  bites,  machinery  lacerations,  and  assorted 
abrasions  quickly  escalate  into  abscesses  and  cellulitis,  all  of  which 
place  a  patient's  life  or  limb  in  jeopardy  without  the  proper  medi- 
cation. A  doctor  can  lance  an  abscess  but  he  needs  the  right  antibi- 
otic to  complete  the  cure.  Most  cases  of  cellulitis  would  require  hos- 
pitalization if  it  were  not  for  newer,  injectable  antibiotics  adminis- 
tered on  a  daily  outpatient  basis.  However,  a  single  one  gram  vial 
of  Rocephin  costs  approximately  $40  for  one  shot.  Oftentimes,  we 
at  Salud  will  give  the  injection  and  try  to  work  out  an  affordable 
payment  system  for  a  patient,  but  the  high  cost  of  this  practice 
soon  catches  up  with  us.  It  strains  our  budget,  which  is  only  45  per- 
cent federally  funded.  We  do  not  have  access  to  the  Federal  pric- 
ing. It  is  simply  inhumane  to  see  a  person  suffer  because  they  have 
no  money. 

The  Health  Care  Financing  Administration  recently  reported 
that  annual  spending  by  Americans  on  prescription  drugs  over  the 
last  10  years  has  grown  at  least  10.4  percent.  We  are  seeing  prod- 
ucts being  marketed  at  very  high  prices  that  are  unaffordable  for 
millions  of  uninsured  people.  While  these  high  prices  may  reflect 
the  cost  of  research  and  development,  I  am  certain  a  major  deter- 
minate is  the  great  expenditure  for  advertising  and  trinkets  for 
physicians. 

For  your  information,  I  have  assembled  a  list  of  medications  that 
are  dispensed  at  some  local  pharmacies  in  Woodburn  that  our  pa- 
tient population  often  needs,  as  well  as  a  list  of  medications  we 
carry  in  our  formulary.  Our  staff  tries  its  best  to  practice  medicine 
in  the  most  cost-saving  manner  for  the  sake  of  our  patients.  High 
prices  are  simply  a  barrier  to  health  care. 

Thank  you  for  this  opportunity  to  testify  on  this  important  con- 
cern for  my  migrant  and  other  indigent  patients  at  Salud. 

[Supplemental  material  submitted  by  Dr.  Mata  follows:] 
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SURVEY  OF  COMMQW  PREgCPrXPfPIOH  MEDICATIONS  -  WOODBURN  jaU.  10,1992 

HYPERTENSION  MEDICATIONS 

Procardia  XL      60nig  #30  $  64.34 

Procardia  XL      90nig  #30  $  75.71 

Cardizem  SR        60mg  #30  S  27.34 
(one  twice  a  day) 

Dyna-Circ  2.5nig  tab  #60  $  34.50 

Zestril  lOmg  #30  $  28.67 


Diabeta 

5mg  #30 

18 

.53 

Glucotrol 

5mg  #30 

$ 

16, 

.14 

Hmnulin  NPH 

1  vial 

$ 

13, 

.99 

( insulin ) 

Hufiialin  Reg. 

1  vial 

$ 

13, 

.99 

AHTI-tJLCER  MEDICATION 

Cimetidine 

4Q0mg  #30 

S 

46, 

.28 

Cimetidiae 

800mg  #30 

$ 

73. 

.44 

Pepcid 

20iiig  #30 

$ 

41. 

.62 

Pepcid 

40xiig  #30 

■  $ 

70. 

.63 

ANTI-PARASITIC 

Pyrantel  Pamoate        30na  $  7.99 

Vermox  lOOmg  one  tab  $  11.42 

Furazolidone  #100cc  $  18.44 

ANTI-DEPRESSANTS 

Elavil  25iag  #30  $  17,44 

Imipramine  SOmg  #200  $  21.97 

Desyrel  SOmg  #30  $  37.64 
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ANTIBtOTICS 
Suprax 
Ceclor 
Amoxicillin 
Bactrim  DS 
Augment in 


400mg  #10 
500mg  #30 
500mg  #30 
#20 

500mg  #30 


$  58.68 
$  110.96 
S  16.69 
$  22.67 
$  75.19 


Prepared  by  Salud  medical  Center  Inc.,  Woodbum,  Oregon 
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SALUD  MEDICAL  CENTER,  INC. 
P.O.  Box  66 
Woodbum.  OR  S7071 
(503)  982-2000 


MEDICATION  PRICE  LIST 


43034   ACET0I1INQPHEN<  CHILD)    4oz   S  3.5® 

43026   ALUPENT  SYRUP  4o2.  .   $  7.Qi& 

43042..   AMQX  LIQUID   125  MG   S  7.00 

43059   AMOX  LIQUID  250  MG   S  7.00 

42304   AMOXICILLIN   250  MG  CHEW   S10.  00 

42010   AMOXICILLIN  250  MG  #30   $  6.00 

4202S.  ........  AMOKICILLIN  500  MG  #30   S  9,  00 

43091   BACTRIM  SUSPENSION    <Lla}    $  7.00 

42051   BENADRYL  50  MG  #30  >y  .  ,  S  5-00 

4321©   CENTRUM   VITAMINS ^13®  -   $   6,  00 

43174.   CORTISPORIN.  .?V$P.   O  8.00 

43117   DELFEN  CONTRACEPTIVE  FOAM   ©  4.00 

43224   DUCUSATE  SQDUIM   100  MG  #100....,,,  S  4,50 

42069   DIABETA  5  MB  #100.........   $1S.  00 

43109   DICLOXICILLIN   022.  00 

42655   DOXYCYCLINE  100  MG     #20..   S  8.00 

42960   ERYTHO  EYE  OINTMENT   S  5.00 

42929   ERYTHROMYCIN  333  MG  #3®   S  9.  00 

43232   FER-IN-SOL  DROP  50CC   S  4,50 

42093   FLAGYL  500  MG  #14'.   $  5.  00 

43125....   FLAGYL  500  MG  #4   S  3.25 

42101   HCTZ  50  MG  #100   ©  4.50 

42119   HYDRQCQRTTSQNE  ly.  10Q2   k  5.00 

42127..   IBUPRQFEN  600  MG  #100   S12.  00 

42143   IRQN<FESO)   325  MG  #100...  .....  $  3.50 

43190   KWELL  LOTION   S  5.00 

42770   LIDEX  ,'      S12.  00 

42788  1.  LINDANE  l.QTl.QYi^C'^.^'<^\    $  5.00 

42796   LINDANE  SHAMPOO   S  5.00 

43240   MEDRQL  DQSEPAK   ©11.00 

43141   NYSTATIN  OINTMENT  30  MG   ©5.00 

42309   ORTHQ-NQVUM   1/35   «  5,00 

42317. ........  ORTHO-NOVUM  777   ©  5.  00 

42952   OTIC  SUSPENSION   ©  8.00 

42176   PENICILLIN  VK  250  MG  #40   S  5.00 

42184   PENICILLIN  VK  500  MG  #40.   S  7.  50 

42192   PREMARIN  625  MG  #100   S15. 00 

42200   PRENATAL  VITAMINS   #100   ©  6.00 

43257   PRINIVIL    (LISINOPRIL)    10  MG  #30   ©23.00 

43265   PRINIVIL  20  MG  #30   $25.  00 

42218..   PRQVERA   10  MG  #30   ©  8.00 

42234   SEPTRA  #20     ©  6.  00 

42242   SILVADENE  CREAM   20  GM   ©6.00 

42945   SODIUM  SULAMYD  EYE  DROPS   ©  5.00 

43075   TERAZQL  CREAM   ©19.  00 

43083   TERA20L  SUPPOSITORIES   ©10.00 

42267   THERMOMETER-ORAL   ©  1.50 

43158   2ESTRIL  10  MG   ©26.65 

43166.   2ESTRIL  20  MG   ©28. 10 
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Mrs.  Unsoeld.  Thank  you.  Our  next  two  witnesses  are  those 
whose  Uves  have  been  very  much  affected  by  the  cost  of  prescrip- 
tion drugs.  First,  Virginia  Shea,  from  Portland. 

STATEMENT  OF  VIRGINIA  SHEA,  PORTLAND,  OREGON 

Ms.  Shea.  My  name  is  Virginia  Shea,  and  I  am  a  senior  citizen 
from  Portland,  Oregon,  and  I  thank  you  for  asking  me  here  today. 
I  volunteer  for  the  Portland  Police  Department  in  a  telephone  reas- 
surance program  for  the  elderly  and  shut-ins.  I  would  like  to  tell 
you  my  story  and  perhaps  some  of  their  problems  that  I  have  en- 
countered. 

My  husband  died  2  years  ago  in  March,  and  since  then  my 
income  has  gone  way  down.  In  the  meantime,  I  get  like  $768  a 
month.  That  has  to  include  everything,  including  medications,  but 
I  find  I  try  to  do  without  it  because  I  like  to  eat.  I  was  taking 
Zantac,  which  runs  about  $1.25  per  pill.  Since  Frank  died,  I  was  on 
Xanax  for  anxiety. 

I  wish  I  had  some  today,  but  I  have  been  taking  it  due  to  the  fact 
that  I  am  having  a  current  run-in  with  the  Federal  Government  on 
my  husband's  annuity.  They  are  trying  to  take  money  back  for  his 
insurance  from  1971,  and  I  do  not  take  it  very  well.  I  mean,  I  get 
real  upset,  so  the  Xanax  helps. 

I  do  not  know  what  else  to  say.  Perhaps  if  you  would  ask  me 
questions,  I  could  tell  you.  All  of  you  have  cited  examples  that  I 
hear  several  times  a  week,  anyway,  with  the  people  I  talk  with  on 
the  various  elderly  programs  I  work  with. 

[The  prepared  statement  of  Ms.  Shea  follows:] 
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My  name  is  Virginia  Shea.  I  am  a  senior  citizen  living  in 
Portland,  Oregon.  Thank  you  for  inviting  me  here  today.  I 
volunteer  with  Portland  Police  Telephone  Reassurance  Program  and 
talk  with  other  seniors  everyday.  I  would  like  to  tell  you  my 
story  and  their  regarding  prescriptions  drugs. 

My  husband  died  two  years  ago  in  March.  My  income  dropped 
significantly  at  that  time.  Now  my  income  is  $768  per  month.  It 
is  hard  to  make  it  stretch  to  cover  everything  I  need. 

My  Doctor  has  prescribed  Zantac  for  my  hiatal  hernia  but  I  have  not 
been  able  to  afford  to  buy  it.  Zantac  costs  approx.  $1.25  per  pill 
with  my  senior  discount.  I  was  supposed  to  take  it  2  times  a  day, 
that  equals  approx.  $75.00  per  month.  I  do  take  Xanax  for  anxiety 
as  needed.  I  went  to  the  store  yesterday  for  my  refill  and  it  was 
$12.99  for  15  pills.  That  is  not  as  expensive  as  the  other 
medication,  however  the  choice  often  comes  to  medications  or  food. 

I  would  be  happy  to  discuss  my  experience  with  the  volunteer  work 
and  answer  any  questions  you  might  have. 
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Mrs.  Unsoeld.  Both  Congressman  Wyden  and  I  will  ask  some 
questions  of  the  panel. 
Ms.  Shea.  All  right. 

Mrs.  Unsoeld.  But  we  will  let  all  of  the  panel  speak  first. 
Ms.  Shea.  Okay.  Well,  thank  you. 

Mrs.  Unsoeld.  Julie  Malendrez  is  here  from  Vancouver. 

STATEMENT  OF  JULIE  MALENDREZ,  VANCOUVER,  WASHINGTON 

Ms.  Malendrez.  As  you  know,  my  name  is  Julie  Malendrez.  At 
the  age  of  14,  I  was  diagnosed  with  cardiomyopathy,  so  I  was  living 
on  borrowed  time  for  2}/2.  years.  At  the  age  of  16,  I  had  a  heart 
transplant. 

I  am  now  18  and  I  know  the  value  of  life,  but  along  with  my 
second  chance  of  life  came  tremendous  expense,  my  medication 
being  one  of  them.  I  have  to  take  immuno-suppressant  medication 
for  the  rest  of  my  life.  This  medication  costs  me  and  my  family  a 
little  over  $1,600  a  month.  That  is  just  a  month.  That  varies  de- 
pending on  how  healthy  I  am,  how  healthy  my  heart  is  doing. 

These  prescription  drugs  keep  me  alive.  I  need  these  drugs  to 
live.  I  have  no  choice  but  to  pay  for  them  because  if  I  do  not,  I 
could  very  well  die.  I  am  only  18  and  I  do  not  want  to  die.  I  am 
still  really  young. 

I  just  wanted  to  come  today  to  this  hearing  to  make  the  State 
legislature  aware  of  the  plight,  to  help  people  such  as  myself  so 
that  we  can  keep  living,  so  that  we  can  keep  enjoying  life,  because 
we  really  do  have  no  choice  but  to  pay  for  these  medicines,  and 
they  are  very  expensive. 

Thank  you  for  letting  me  have  this  opportunity.  I  really  appreci- 
ate it. 

Mrs.  Unsoeld.  Thank  you,  Julie.  Julie's  father  is  here,  also,  over 
here.  Thank  you  for  very  poignant  stories.  I  will  ask  Representa- 
tive Wyden  to  lead  off  on  the  questions  for  this  panel. 

Mr.  Wyden.  Jolene,  thank  you,  and  you  all  have  said  it  very 
well.  I  just  have  a  few  questions  to  possibly  amplify  a  little  bit  on 
some  of  the  points  that  you  have  made. 

Ms.  Belcourt  and  Dr.  Mata,  I  am  curious  whether  we  are  seeing 
some  additional  problems  as  a  result  of  people  not  getting  effective 
drug  therapies,  as  you  all  have  described.  Are  you  picking  up  any 
sense  that  because  you  cannot  serve  all  the  people  who  come  to 
your  two  programs,  in  particular,  that  many  people  do  not  get  on 
an  outpatient  basis  effective  drug  therapies  and  other  services,  and 
as  a  result,  end  up  getting  sicker  and  sicker  and  then  go  to  a  hospi- 
tal emergency  room  in  Oregon  or  Washington  when  they  are  much 
more  ill  and  it  is  much  more  expensive  to  try  to  meet  their  medical 
needs.  Are  you  finding  evidence  of  that,  Ms.  Belcourt  and  Dr. 
Mata? 

Ms.  Belcourt.  Yes.  I  see  patients  who  are  reluctant  to  pick  up 
medication  because  they  do  not  have  money.  For  instance,  I  had 
one  woman  who  came  into  the  pharmacy,  and  I  noticed  that  her 
prescriptions  had  been  on  the  shelf  for  a  couple  of  weeks.  I  said  we 
have  had  these  ready  for  a  couple  of  weeks.  Have  you  been  ill  or 
what  happened?  She  was  fairly  new  to  us.  She  said  well,  I  did  not 
get  my  check  and  I  could  not  pick  them  up  until  I  had  money. 
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I  explained  to  her  that  at  the  county,  she  did  not  have  to  be  able 
to  pay  for  the  medications  to  pick  them  up;  and  because  she  was 
hypertensive  and  diabetic,  it  was  important  for  her  to  pick  up 
those  medications  and  not  run  out  or  try  to  decrease  her  dosing. 

That  is  what  a  lot  of  people  will  do,  is  to  cut  their  doses  in  half. 
Even  if  it  is  a  hypertensive  drug,  they  may  take  half  as  much  so 
that  they  can  make  it  last  a  little  longer.  As  Dr.  Mata  said,  that  is 
not  a  good  idea  for  hypertensive  clients.  They  can  end  up  with 
strokes  and  irreversible  complications  from  this.  Diabetics  who  do 
not  have  medications  can  end  up  in  the  hospital. 

That  seems  like  a  bad  choice  of  health  care:  that  we  could  pre- 
vent a  lot  of  those  complications  with  prescription  drugs  and  yet, 
their  access  to  health  care  is  through  the  emergency  room. 

Mr.  Wyden.  Dr.  Mata? 

Dr.  Mata.  Yes.  A  case  in  example  is  this  woman  I  admitted  last 
week.  I  have  never  seen  her  not  being  short  of  breath.  She  was 
always  short  of  breath,  and  it  was  mainly  because  she  ran  out  of 
all  the  samples  that  we  could  give  her.  We  basically  begged  around 
trying  to  get  as  much  as  we  could  for  her,  and  she  did  not  qualify 
for  any  program  and  her  husband  was  already  disabled. 

Finally,  she  just  collapsed  and  we  had  to  admit  her.  She  has 
spent  at  least  10  days  in  there  now,  and  now  she  is  on  oxygen  ther- 
apy. She  cannot  get  without  it.  Her  life  could  have  been  prolonged 
and  better  cared  for. 

We  get  calls  all  the  time  from  the  emergency  room  that  our  pa- 
tients have  come  in  because  they  got  ill.  If  they  had  only  kept 
coming  to  the  doctor,  but  they  are  afraid  to  come  in  because  the 
bills  amount  up,  and  they  know  they  cannot  afford  the  medication. 
They  go  as  far  as  they  can. 

I  have  one  gentleman  who  comes  like  every  month  or  so  because 
he  gets  infections  in  his  leg  that  will  not  heal  because  he  cannot 
afford  the  full  course  of  antibiotic  therapy.  He  comes  in  only  when 
it  hurts  too  bad  and  he  gets  a  fever.  It  is  episodic  care.  It  is  not 
good  care. 

Mr.  Wyden.  Well,  this  is  an  extraordinarily  important  point.  I 
would  like  also  for  you  two,  if  we  could  hold  the  record  open  so  you 
could  further  documentation  because  I  think  what  your  point 
shows  is  essentially  the  total  breakdown  of  the  health  system  that 
ought  to  serve  our  citizens.  If  we  can  get  people  an  effective  drug 
therapy  on  an  outpatient  basis,  we  can  help  get  that  person  well 
again  and  in  a  much  less  expensive  fashion  than  what  you  all  have 
described,  which  is  a  process  where  eventually  they  go  into  the  hos- 
pital emergency  room  when  they  are  acutely  ill. 

Not  only  is  it  bad  for  them  when  that  happens,  but  I  think  we  all 
know  that  to  some  extent,  our  health  care  providers  have,  in  effect, 
become  taxing  authorities  because  if  people  go  to  hospital  emergen- 
cy rooms  because  they  cannot  get  good  care  and  drugs  that  they 
need  on  an  outpatient  basis,  very  often  they  have  no  funds  when 
they  go  to  the  hospital  emergency  room.  Then  everyone  else  who  is 
in  the  hospital  ends  up  paying  a  higher  bill  as  a  result. 

So  I  think  you  two  are  making  an  extraordinarily  important 
point.  I  would  like  to  hold  the  record  open  and  to  the  extent  that 
you  can  give  us  further  documentation  of  cases  where  people 
should  have  been  at  your  program  receiving  effective  drug  thera- 
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pies  on  an  outpatient  basis,  could  not  get  it,  and  then  ended  up  in  a 
hospital  emergency  room  as  a  result.  That  would  give  us  very  pow- 
erful evidence  for  changing  the  system. 

Ms.  Malendrez,  we  really  appreciate  your  being  here.  I  think 
you,  also,  demonstrate  a  very  clear  example  of  how  our  system  is 
breaking  down  and  not  functioning.  Does  private  insurance  pick  up 
any  of  those  drug  bills  that  you  have? 

Ms.  Malendrez.  The  cost  I  said,  the  $1,600,  is  what  we  have  to 
pay.  That  is  our  part. 

Mr.  Wyden.  So  you  pay  that  out  of  your  pocket,  you  and  your 
folks  pay  that  out  of  your  pocket  now,  and  private  insurance  has 
indicated  to  you  that  they  are  not  exactly  dying  to  get  you  on  their 
rolls — 

Ms.  Malendrez.  Oh,  no! 

Mr.  Wyden.  [continuing]  because  you  have  a  serious  medical 
problem.  Is  that  correct? 
Ms.  Malendrez.  That  is  correct. 

Mr.  Wyden.  I  think  that  your  testimony  also  is  extremely  impor- 
tant because  what  I  think  we  are  seeing  in  our  health  system  today 
as  it  relates  to  the  role  of  private  insurance  is  cream  skimming,  at 
best.  What  they  want  is  the  healthy  people  who  generate  healthy 
profits  for  insurance  companies,  and  they  are  dying  to  have  those 
folks.  People  who  have  serious  medical  problems,  they  are  not 
much  interested  in,  and  you  either  try  to  pay  for  it  yourself  and 
maybe  you  can  get  on  a  government  program  for  some  older  people 
and  Medicaid. 

But  your  testimony,  I  think,  is  very  powerful.  Are  you  concerned 
that  you  are  going  to  have  trouble  getting  private  insurance  all 
through  the  rest  of  your  life? 

Ms.  Malendrez.  Well,  I  know  right  now  that  I  am  uninsurable.  I 
am.  I  know  that,  you  know,  people  have  to  work  so  we  can  afford 
these  medicines,  and  I  know  a  lot  of  the  transplant  patients  cannot 
work  because  they  are  uninsurable.  So  they  have  no  way  to  even 
begin  to  pay  for  their  medicines.  I  am  lucky  in  the  fact  that  I  work 
with  my  dad  and  we  have  a  new  business,  and  we  are  trying  to 
start  it  off. 

So  I  hope  I  never  have  to  come  to  the  fact  where  I  have  to  say  I 
cannot  afford  my  medicines;  do  not  send  them  to  me.  But  there  are 
so  many  out  there  that  do  not  have  the  opportunity  that  I  may 
have  to  work  with  my  dad,  to  make  something  out  of  it.  It  is  a 
really  ugly  situation. 

Mr.  Wyden.  You  make  another  good  point,  of  course,  and  that  is 
that  so  many  of  our  small  businesses  are  dying  to  cover  their 
people.  They  are  very,  very  anxious  to  get  decent  insurance  for 
their  people.  In  fact,  something  like  two-thirds  of  all  the  uninsured 
people  in  this  country  work  at  small  businesses.  They  are  not  loaf- 
ing and  sitting  in  the  hammock.  I  mean,  they  are  working  at  small 
businesses,  and  the  small  businesses  cannot  cover  them  because  of 
the  kind  of  thing  you  have  described  where  somebody  has  what  is 
called — a  pre-existing  illness  is  the  fancy  term  for  it. 

I  really  am  glad  you  are  here  because  it  seems  to  me  that  a  pri- 
vate health  insurance  system  that  only  works  for  people  if  they  are 
healthy  and  wealthy,  or  both,  is  not  a  health  insurance  system. 


25 


What  it  really  is  is  just  a  profit  machine  for  the  private  section.  I 
really  appreciate  your  being  here. 
Ms.  Malendrez.  Thank  you. 

Mr.  Wyden.  I  have  got  some,  I  guess,  questions  I  will  be  able  to 
ask  some  of  you  in  writing,  as  well.  I  know  we  have  got  lots  of  wit- 
nesses. I  am  interested,  Ms.  Belcourt  and  Dr.  Mata,  on  some  admin- 
istrative things  in  the  legislation  I  am  proposing.  In  particular, 
what  I  want  to  do  is  make  sure  that  when  we  set  up  this  govern- 
ment purchasing  group,  the  government  uses  this  stick  that  it  has 
got  because  it  really  has  a  stick  now  to  try  to  hold  down  rates  if  we 
get  everybody  together. 

I  want  to  make  sure  that  administratively,  it  works  for  people 
like  a  county  health  program  and  Salud.  I  have  enjoyed  being 
down  there  and  visiting  with  all  of  you.  So  maybe  we  will  ask  some 
of  those  questions  in  writing. 

To  our  friends  from  Portland,  thanks  for  helping  out  and  speak- 
ing up  for  the  seniors  and  the  volunteers  down  at  the  police  depart- 
ment. We  will  be  working  with  all  of  you. 

Jolene,  thank  you  for  the  chance  to  ask  some  questions. 

Mrs.  Unsoeld.  I  would  add  that  if  any  of  the  members  of  the  au- 
dience have  experiences  related  to  the  issues  that  Congressman 
Wyden  was  seeking  additional  information,  to  feel  free  to  submit  it 
to  us  in  the  2-week  period  following  the  close  of  this  meeting. 

The  catastrophic  care  legislation  that  was  repealed  would  have 
covered  prescription  drug  costs.  Do  you  all  have  a  view  on  whether 
whatever  national  program  we  move  to  would  include  prescription 
drug  costs? 

Dr.  Mata.  Sure. 

Mrs.  Unsoeld.  Is  that  going  to  be  a  united  view? 
Dr.  Mata.  Yes. 

Mrs.  Unsoeld.  I  am  trying  to  find  unanimity  on  that  because  it 
is  a  cost  that  has  not  been  picked  up  before.  It  will  be  one  that  po- 
litically, some  people  will  say  well,  we  cannot  afford  to  add  that  at 
this  time.  But  I  think  that  what  you  are  demonstrating  is  the  very 
urgent  need  and  the  cost  saving  that  could  come  about  if  it  were 
included  in  a  comprehensive  system. 

Now,  there  are  arguments  that  if  the  profit  were  to  be  reduced 
in  the  manufacturing  of  pharmaceuticals,  that  there  would  be  less 
research  to  develop  new  drugs,  new  miracle  drugs  and  so  forth.  Do 
any  of  you  have  an  opinion  on  that? 

Dr.  Mata.  Well,  you  know,  I  see  the  advertising  and  the  dollars 
they  are  putting  into  there.  As  you  have  mentioned  already,  it  is 
probably  more  than  they  put  into  R&D.  The  trinkets  we  get,  the 
clocks,  the  pens,  you  know,  it  is  just  obscene  how  much  they  put  in 
there.  Every  journal,  half  is  advertising,  and  I  think  there  has  to 
be  a  limit  on  that.  It  is  just — 

Mrs.  Unsoeld.  Does  that  advertising  affect  what  prescriptions 
the  doctors  write,  do  you  believe? 

Dr.  Mata.  It  has  to.  They  would  not  be  doing  it  otherwise.  Doc- 
tors sometimes  depend  on  those  things,  but  there  are  many  other 
independent  publications  that  doctors  refer  to,  the  medical  letter, 
that  does  review  of  medications  so  they  can  get  a  good  opinion  on. 
It  does  not  have  to  be  the  absolute  source  for  their  education. 
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Mrs.  Unsoeld.  Ms.  Shea,  as  you  struggle  with  trying  to  be  able 
to  have  access  to  the  drugs  that  would  make  your  life  better,  do 
you  get  any  assistance  in  trying  to  find  the  drug  in  generic  form? 

Ms.  Shea.  That,  I  do  not  know  if  it  is  accessible  or  not.  I  have 
never  questioned  it.  In  the  case  of  Zantac,  I  just  ask  for  that.  But  I 
know  my  husband  was  ill  for  a  good  many  years  and  his  medica- 
tion ran  from  $250  to  $500  a  month,  and  in  many  of  the  cases,  he 
couldn't  take  the  generic.  But  I  think  it — I  really  cannot  talk  on 
that  because  I  am  not  that  well  versed  on  it. 

Mrs.  Unsoeld.  What  about  mail  order  for  prescription  drugs?  Do 
any  of  you  have  any  experience  with  that  and  whether  patients 
then  are  adequately  informed  about  the  use  of  that  drug  and  if  the 
questions  arise,  where  do  they  go? 

Ms.  Belcourt.  I  think  that  that  is  usable  for  chronic  medications 
that  people  are  familiar  with  and  know  about,  but  it  is  of  limited 
value  if  it  is  an  acute  problem.  The  patient  needs  the  information 
and  they  need  the  medication  immediately,  so  it  is  not  a  very  work- 
able situation  in  all  instances. 

Ms.  Malendrez.  My  prescription  drugs  are  delivered  to  me  at 
my  home.  They  started  a  program  for  people  that  cannot  get  out  to 
go  to  the  pharmacies,  the  elderly  or  what  not,  because  they  cannot 
make  that  trip.  So  they  bring  it  to  the  home.  I  know  I  just  started 
a  brand  new  program  without  trying  it  out,  and  I  enjoy  receiving 
my  medicines  at  home.  It  saves  me  time,  but  then  like  I  already 
know  what  the  side  effects  are  and  everything  because  I  have 
taken  them  for  a  long  time. 

A  slight  problem  that  they  have  is  the  funding.  Sometimes  they 
cannot — the  deductible  that  the  insurance  will  not  pay  or  what  not, 
they  have  to  cover  themselves  to  carry,  and  so  it  usually  comes 
back  to  us  saying  you  have  to  pay  this.  But  I  can  see  that  they  are 
really  trying  really  hard  to  work  with  the  people  to  get  their  pre- 
scriptions to  them  without  that  big  cost.  The  program  that  I  am 
working  with  is  really  trying  real  hard  for  that  purpose  so  it  can 
become  more  available.  They  are  trying  to  work  with  the  people 
really  much. 

Mrs.  Unsoeld.  Those  people  are  not  the  ones  who  are  really  re- 
sponsible for  the  total  cost  of — 
Ms.  Malendrez.  No. 

Mrs.  Unsoeld.  [continuing]  the  drug  situation. 
Ms.  Malendrez.  They  are  even  trying  to  get  it  decreased  for  us 
in  such  cases. 

Mrs.  Unsoeld.  Ms.  Shea,  was  there  anything  that  you  would  like 
to  add  to  what  you  said  before  as  you  have  listened  to  the  others? 
Is  there  any  other  comment  you  would  like  to  make? 

Ms.  Shea.  Offhand,  I  cannot  think  of  anything  that  would  be 
worthwhile. 

Mrs.  Unsoeld.  I  think  you  have  been  very  worthwhile  to  be  here. 

Mr.  Wyden.  Very  worthwhile. 

Mrs.  Unsoeld.  Do  not  underestimate  yourself. 

Ms.  Shea.  I  do  have  contact  with  the  elderly  on  a  daily  basis,  and 
what  everybody  has  said  here  is  very  true.  It  exists.  These  people 
are  out  there.  Some  of  them  have  insurance;  most  of  them  do  not.  I 
know  a  lady  that  her  prescriptions  run  at  least  $200  a  month,  and 
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she  gets  less  than  $500  Social  Security  is  all  she  gets.  So  it  is  very 
hard. 

Mrs.  Unsoeld.  Very  difficult. 
Ms.  Shea.  Very  difficult. 

Mrs.  Unsoeld.  Thank  all  of  you  for  coming  here  today,  and  good 
luck  to  all  of  you,  and  keep  up  the  good  work. 
I  would  ask  that  the  second  panel  please  come  up  to  the  table. 
Mr.  Wyden.  a  great  panel! 

Mrs.  Unsoeld.  They  really  are.  While  the  panels  were  shifting, 
Congressman  Wyden  and  I  were  exchanging  some  comments.  He 
said  that  the  first  panel  just  points  out  how  sick  the  system  is,  and 
it  is  not  going  to  take  just  a  bandaid  to  fix  it.  The  health  care 
system  in  this  country  is  simply  disintegrating  and  taking  many 
lives  along  with  it.  We  must  make  a  change. 

I  would  introduce  the  second  panel  now.  First  will  be  Mr.  Lloyd 
Young  from  Vancouver,  Washington,  who  is  director  of  the  phar- 
macy and  IV  therapy  services  for  Southwest  Medical  Center.  Dr. 
Young. 

STATEMENT  OF  LLOYD  Y.  YOUNG,  PHARM.D.,  DIRECTOR  OF 
PHARMACY/IV  THERAPY  SERVICES,  SOUTHWEST  WASHING- 
TON MEDICAL  CENTER,  VANCOUVER,  WASHINGTON 

Mr.  Young.  Thank  you.  Congresswoman  Unsoeld,  thank  you  for 
this  opportunity  to  speak  to  you  today.  It  is  a  real  pleasure  to 
speak  to  my  congresswoman  from  my  district  and  from  my  under- 
standing, growing  up  from  my  church,  as  well.  That  is  the  First 
Presbyterian  Church  of  Vancouver.  So  it  is  indeed  a  pleasure. 

Let  me  tell  you  about  my  credentials  and  who  I  represent,  and 
basically,  the  opinions  that  I  share  with  you  are  just  my  opinions.  I 
am  the  director  of  pharmacy  services  at  Southwest  Washington 
Medical  Center.  I  am  a  member  of  the  Washington  State  Board  of 
Pharmacy,  and  I  have  been  a  faculty  member  at  Washington  State 
University  College  of  Pharmacy  the  last  2  decades  or  so. 

So  my  thoughts  are  mine.  They  are  my  opinions,  but  I  also  will 
share  with  you  the  thoughts  of  Dr.  Marilyn  Darr.  Marilyn  Darr  is 
a  physician  here  in  Vancouver,  and  she  is  the  recently  appointed 
member  of  the  Pharmacy  and  Therapeutics  Committee  at  South- 
west Washington  Medical  Center.  Dr.  Darr  has  some  unique  per- 
spectives in  that  she  also  holds  a  doctorate  in  pharmacy,  as  well. 

Dr.  Darr  asked  me  to  share  this  particular  incident  with  you. 
This  involves  a  28-year-old  known  diabetic  who  was  referred  to  her 
from  the  emergency  room.  This  individual  is  a  young,  28-year-old 
woman,  who  has  a  history  of  diabetes  and  an  infected  tooth.  This 
patient  was  seen  by  Dr.  Darr  in  the  emergency  room  primarily  be- 
cause she  could  not  afford  her  medications.  Her  diabetes  was  not  in 
control,  and  this  particular  incident,  I  think,  describes  or  perhaps 
answers  one  of  the  questions  that  Congressman  Wyden  had  just 
asked. 

The  question  is  would  it  have  been  necessary  for  her  to  go  to  the 
emergency  room  or  could  this  particular  admission  have  been 
avoided  by  her  ability  to  take  prescription  medications.  Dr.  Darr 
continues  and  states  there  is  a  class  system  in  the  United  States. 
There  are  patients  with  jobs,  with  stable  incomes,  and  with  insur- 
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ance.  There  are  also  people  with  jobs,  but  these  jobs  are  not  such 
that  these  individuals  really  qualify  for  insurance.  At  the  other 
end  of  the  spectrum,  we  have  people  who  do  not  work  but  do  qual- 
ify because  of  State  assistance. 

The  working  poor,  I  think,  is  a  term  that  the  media  has  given  to 
those  individuals  who  do  have  jobs  but  really  do  not  qualify  for 
health  care  insurance.  I  am,  for  one,  as  a  voter  very  much  appreci- 
ative of  the  efforts  of  Governor  Gardner  and  the  State  in  terms  of 
trying  to  address  the  issues  of  health  care  reform.  I  think  that  is  a 
very  important  one.  I  think  this  incident  describes  that. 

Let  me  share  with  you  my  perspectives  as  the  director  of  phar- 
macy services  at  Southwest  Washington  Medical  Center.  I  have 
seen  my  pharmaceutical  costs  increase  by  10  percent  in  1989,  15.5 
percent  in  1990.  These  increases  are  consistent  with  the  national 
estimates.  I  think  Congressman  Wyden  today  stated  152  percent  in- 
crease in  prescription  drug  costs  over  the  last  decade,  a  time  when 
inflation  was  nowhere  near  that  rate. 

Some  industry  analysts  have  predicted  that  drug  costs,  which 
now  make  up  less  than  10  percent  of  most  hospital  budgets,  could 
rise  to  30  percent  of  operating  expenses  over  the  next  decade, 
largely  because  of  new  medications. 

Let  me  give  you  one  example  of  a  very  costly  new  medication. 
There  is  a  new  medication  called  Centoxin  that  was  recently  ap- 
proved by  the  Food  and  Drug  Administration.  Our  wholesale  dis- 
tributor visited  with  me  last  week  to  determine  to  what  extent  our 
hospital  would  utilize  this  particular  medication.  The  cost  to  the 
pharmacy  department  would  be  $3,750  for  one  dose  of  this  particu- 
lar medication. 

This  is  a  bio-engineered  medication.  It  is  a  good  medication.  It  is 
a  lifesaving  medication.  It  is  the  only  medication  made  by  this  one 
company,  so  there  are  substantial  costs  that  this  company  really 
has  to  endure  to  develop  this  medication.  But  the  cost  of  $3,750  per 
dose  is  very  substantial. 

My  difficulty  with  this  particular  medication  is  that  it  is  used  for 
the  treatment  for  septic  shock.  Septic  shock  is  the  consequence  of 
an  overwhelming  bacterial  infection,  and  this  medication  must  be 
used  early  on  when  the  diagnosis  is  still  somewhat  tentative.  So  in 
many  instances,  there  will  be  some  patients  who  will  get  this  medi- 
cation that  may  not  have  benefited  from  this  medication. 

So  what  would  happen  then  in  terms  of  my  hospital  pharmacy 
budget  is  that  I  will  be  put  in  the  situation  whereby  many  patients 
would  get  this  medication,  consuming  many  hospital  dollars  of 
which  some,  a  very  few,  would  benefit.  But  it  is  clear  that  it  is  a 
lifesaving  drug. 

This  is  just  one  drug,  and  let  me  give  you  an  example  of  another, 
Epithrombal  Litication;  that  is  to  say  a  drug  which  breaks  up  blood 
clots.  This  drug  costs  $2,400  a  dose,  and  that  is  my  cost.  That  is  my 
wholesale  cost.  These  two  drugs  taken  together,  just  these  two 
drugs  alone,  represent  25  percent  of  my  budget  if,  in  fact,  these 
drugs  are  used  as  recommended. 

I  look  at  Medicaid  and  Medicare  and  in  many  States,  the  private 
insurance  companies.  These  insurance  companies  and  these  organi- 
zations pay  a  lump  sum  to  the  hospitals  for  the  treatment  of  each 
patient's  condition.  The  wholesale  cost  of  some  of  these  new  drugs 
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is  more  than  the  reimbursement  that  a  hospital  receives,  and  the 
real  cost  of  these  medications  cannot  be  passed  on  to  the  consumer. 

Patient  care  providers,  in  some  instances,  must  now  decide 
whether  a  particular  medication  is  more  cost  effective  or  more 
useful  than  other  therapeutic  modalities.  The  issue  overall  then  is 
if  the  hospital,  in  fact,  feels,  or  the  health  care  providers  do,  in 
fact,  feel  that  the  patient  needs  the  very  best  care,  it  needs  the 
therapeutic  interventions,  it  needs  the  diagnostic  modalities,  it 
needs  these  new,  expensive  drugs,  and  it  cannot  receive  reimburse- 
ment, then  you  will  see  smaller  hospitals  closing.  That  is  a  definite 
concern. 

So  once  again,  the  issue  of  health  care  reform  and  Governor 
Gardner's  efforts  in  this  endeavor,  I  think,  are  very  important. 

What  is  the  cause  for  these  price  increases?  Some  of  it  is  the 
result  of  new  technology.  Some  of  it  is  marketing  and  advertising. 
Some  of  it  is  liability  concerns,  and  some  of  it  is  government  regu- 
lations. According  to  testimony  that  you  have  heard  from  Congress- 
man Wyden  and  from  the  drug  industry  data  submitted  them- 
selves, the  industry  spends  about  $10  billion  a  year  on  marketing, 
which  is  more  than  the  roughly  $9  billion  spent  on  research  and 
development.  Even  then,  some  of  that  research  is  not  necessarily 
drug  development  research,  but  it  could  also  include  marketing  re- 
search. 

So  yes,  to  answer  your  question  in  terms  of  what  is  the  effect  of 
having  physicians  and  patients'  health  care  providers  exposed  to 
substantial  marketing  interventions,  I  think  it  is  an  issue  that 
clearly  concerns  all  of  us.  Dr.  Darr  has  asked  me  to  read  the  fol- 
lowing to  you: 

"I  feel  that  the  pharmaceutical  companies  need  to  help  the 
American  people  in  affording  medications.  There  is  a  tremendous 
amount  of  money  spent  on  selling  the  physician  on  the  drug  by  the 
drug  company.  Most  physicians  are  inundated  by  pens,  posters, 
coffee  mugs,  clocks,  fancy  displays  and  gadgets  each  waking  office 
hour.  This  waste  of  money  could  be  put  into  lowering  budgets  and 
hopefully  passing  on  these  savings  to  the  consumer." 

I  certainly  am  supportive  of  Dr.  Darr's  thoughts  on  this  particu- 
lar matter.  There  needs  to  be  some  price  control.  I  believe  the  en- 
actment of  OBRA  1990  legislation  through  Senator  Pry  or  is  legisla- 
tion in  the  right  direction.  Nevertheless,  I  am  asking  for  legislative 
relief  for  the  best  price  rebate  for  the  reasons  as  stated  by  Con- 
gressman Wyden  today.  As  was  discussed,  this  particular  legisla- 
tion requires  drug  manufacturers  to  give  a  rebate  to  the  Federal 
Government  for  Medicaid  dollars  spent,  and  that  rebate  must  be 
equal  to  the  very  best  price  that  is  provided  to  their  best  custom- 
ers. 

Well,  what  has  happened  is  exactly  what  Congressman  Wyden 
has  stated  earlier  this  morning  in  that  several  companies  have 
gone  to  single-price  policy,  thus  eliminating  special  contracts  or 
substantially  increasing  the  contract  price  for  bulk  type  medica- 
tions. The  impact  of  the  Pryor  legislation  on  my  pharmacy  buying 
group  has  been  absolutely  phenomenal. 

During  this  past  year,  we  have  experienced  a  43  percent  price  in- 
crease in  sole-source  contract  items.  Basically,  any  contract  for 
sole-source  products  that  is  in  the  Medicaid  marketplace  has  been 
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pulled  from  us.  For  example,  the  contract  for  two  pain  relievers, 
Percocet  and  Percodan,  was  pulled  and  would  have  resulted  in  a  $5 
million  increase  in  our  for  American  Healthcare,  which  is  our 
pharmacy  buying  group. 

Three  major  pharmaceutical  companies — actually,  several  phar- 
maceutical companies — have  come  to  us  with  price  increases,  pre- 
sumably because  of  the  Pry  or  legislation.  In  a  conversation  with 
our  buyer,  it  was  suggested  that  I  plan  for  a  doubling  or  a  tripling 
of  prices  for  sole-source  pharmaceuticals  that  are  in  the  Medicaid 
marketplace.  The  American  Society  of  Hospital  Pharmacists  re- 
ported that  the  average  hospital  faces  an  unexpected  14  to  20  per- 
cent increase  in  drug  costs  because  of  drug  manufacturers'  actions, 
presumably  precipitated  by  the  Pry  or  bill. 

I  am  supportive  of  the  concept  of  a  fixed  percentage  rebate  to  the 
Federal  Government.  You  are  major  purchasers.  You  should  be 
able  to  negotiate  a  better  price,  but  it  cannot  come  at  the  expense 
of  the  private  sector.  We  should  not  have  to  bear  that  cost. 

Those  are  my  thoughts,  and  I  thank  you  very  much  for  the  op- 
portunity to  share  with  you  my  concerns  for  the  high  cost  of  pre- 
scription drugs. 

[The  prepared  statement  of  Mr.  Young  follows:] 
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TESTIMONY  DeUvered  by  Lloyd  Y.  Young,  Phaim.D.,  Director  of  Pharmacy/IV  Therapy 
Services,  Southwest  Washington  Medical  Center,  at  the  Prescription  Drug  Hearing, 
Honorable  Jolene  Unsoeld,  Washington,  and  Honorable  Ron  Wyden,  Oregon, 
January  16,  1992,  Vancouver,  Washington 

Thank  you  for  the  opportunity  to  share  with  you  my  views  on  the 
high  cost  of  prescription  drugs  as  well  as  those  of  Marilyn  Darr, 
M.D.     Dr.   Darr,   newly  appointed  chair  of  the  Pharmacy  and 
Therapeutics  Committee  of  Southwest  Washington  Medical  Center, 
has  unique  perspectives  because  she  also  holds  a  doctorate  in 
pharmacy . 

Dr.  Darr  recently  had  a  28-year-old  known  diabetic  who  was 
referred  to  her  from  the  Emergency  Room  for  follow-up  on  her 
diabetes  and  infected  tooth.     The  patient  had  known  she  was  a 
diabetic  for  two  years,  but  had  not  been  taking  her  prescribed 
medications,  and  had  not  seen  a  doctor.     She  has  a  part-time  job 
and  is  unable  to  qualify  for  State  assistance.     She  cannot  afford 
the  medication  needed  to  control  her  diabetes  and  is  at 
significant  risk  for  further  medical  problems  because  of  her 
disease.     Would  she  have  been  in  the  Emergency  Room  if  she  had 
been  on  her  prescribed  medications? 

Dr.  Darr  states  "There  is  a  class  system  in  the  United  States. 
There  are  patients  with  insurance,   jobs,  and  stable  incomes. 
There  are  patient's  without  jobs,  but  who  are  covered  by 
Medicaid.     And  we  have  a  third  category  of  patient  termed  the 
"working  poor"  who  have  little  income,  and  no  insurance  to  pay 
for  their  medications." 

As  the  director  of  pharmacy  services  at  SWMC,   I  have  seen  my 
pharmaceutical  costs  increase  by  10%  in  1989  and  15.5%  in  1990. 
These  increases  are  consistent  with  national  estimates  that 
prescription  drug  prices  charged  by  manufacturers  in  the  1980s 
increased  by  152%,  which  is  three  times  the  rate  of  inflation 
over  this  same  period. 

Some  industry  analysts  have  predicted  that  drug  costs  which  now 
make  up  less  than  10%  of  most  hospital  budgets,  could  rise  to  30% 
of  operating  expenses  over  the  next  decade,  largely  because  of 
costly  new  medicines. 

For  example,  there  is  a  new  medicine,  Centoxin,  that  was  recently 
approved  by  the  FDA.     Our  wholesale  distributor  visted  with  me 
last  week  to  determine  whether  we  anticipate  using  this 
medication  at  SWMC.     The  cost  to  the  pharmacy  department  will  be 
$3750/dose.  This  medication  is  a  bioengineered  medicine  that  is 
used  in  conjunction  with  antibiotics  to  treat  a  type  of 
overwhelming  infection  of  the  blood  called  septic  shock.  In 
order  to  be  effective,  this  medicine  must  be  administered  within 
hours  of  the  tentative  diagnosis  (i.e.,  before  the  diagnosis  can 
be  definitively  confirmed).     Patients,  therefore,  will  receive 
this  drug  almost  as  a  precaution  due  to  the  seriousness  of  septic 
shock,  but  some  may  not  even  have  needed  this  drug. 

Centoxin  is  just  one  of  the  costly  new  medications.     I  have 
another  medication  with  a  wholesale  price  of  $2400/dose.  Just 
these  two  drugs  alone,  when  used  as  directed,  would  represent  25% 
of  my  total  drug  budget. 
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Medicare,  Medicaid  and  in  many  states,  private  insurance  plans 
pay  a  l\imp  sum  to  hospitals  for  the  treatment  of  each  patient 
according  to  a  specific  diagnosis.     The  wholesale  cost  of  some  of 
these  new  drugs  is  more  than  a  hospital  is  paid  for  the  patient's 
entire  stay,  and  the  real  costs  of  these  expensive  new  drugs 
cannot  be  passed  on  to  the  consumer  by  the  hospital.  Patient 
care  providers  now  must  decide,   in  some  instances,  whether 
expenditures  on  drugs  are  more  or  less  important  than 
expenditures  for  other  diagnostic  or  therapeutic  modalities. 

What  is  the  cause  for  these  price  increases?     Some  of  it  is  the 
result  of  new  technology  and  the  costs  of  research  to  create 
these  new  life  saving  medications.     Some  of  it  is  the  result  of 
marketing,  advertising,  liability  concerns,  and  government 
regulations. 

According  to  an  article  in  the  New  York  Times,  the  pharmaceutical 
industry  spends  $10  billion  a  year  on  marketing,  more  than  the 
roughly  $9  billion  spent  on  research  and  development.  Industry 
analysts  say  companies  spend  more  than  $5,000  per  doctor  per  year 
on  marketing  activities. 

Dr.  Darr  has  asked  me  to  read  the  following  to  you.     "I  feel  the 
pharmaceutical  companies  need  to  help  the  American  people  in 
affording  medications.     There  is  a.  tremendous  amount  of  money 
spent  on  "selling"  the  physician  on  the  drug  by  the  drug  company. 
Most  physicians  are  inundated  by  pens,  posters,  coffee  mugs, 
clocks,  fancy  displays  and  gadgets  each  waking  office  hour.  This 
wasted  money  could  be  put  into  lowering  budgets  and  hopefully 
passing  on  some  savings  to  the  consumer."     I  certainly  am 
supportive  of  Dr.  Darr's  thoughts  on  this  matter. 

There  needs  to  be  some  price  control  of  drugs.     I  believe  the 
enactment  of  OBRA  1990  through  Senator  Pryor's  sponsored 
legislation  is  a  step  in  the  right  direction.     Nevertheless,  I  am 
asking  for  legislative  relief  from  the  "Best  Price  Rebate". 
Senator  Pryor's  legislation,  as  you  know,  requires  drug 
manufacturers  to  provide  Medicaid  a  rebate  equal  to  the  best 
price  that  manufacturers  provide  to  their  "best  customers". 
Unfortunately,  several  companies  have  gone  to  a  single-price 
policy,  thus  eliminating  special  contracts  or  substantially 
increasing  the  contract  price  on  bulk  type  medications.  The 
impact  of  the  Pryor  legislation  on  my  pharmacy  buying  group  has 
been  phenomenal. 

During  this  past  year,  we  have  experienced  a  43%  price  increase 
in  sole  source  contract  items.     Basically  any  contract  for  sole 
source  products  that  would  be  in  the  Medicare  market  has  been 
pulled  from  us.     For  example,  the  contract  for  two  pain 
relievers,  Percodan  and  Percocet  was  pulled  and  would  have 
resulted  in  a  $5  million  increase  in  cost  to  our  American 
Healthcare  buying  group  except  that  we  were  able  to  find  another 
source.     Three  major  pharmaceutical  companies,  Abbott 
Laboratories,  Dupont,  and  Bristol-Myers  along  with  McNeil  and 
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Rorer  have  come  to  us  with  price  increases  presumably  because  of 
the  Pryor  legislation.     In  a  conversation  with  our  buyer,  it  was 
suggested  that  I  plan  for  a  doubling  or  tripling  of  prices  for 
sole  source  pharmaceuticals  that  are  in  the  Medicare  marketplace. 

According  to  Modern  Healthcare  (September  30,  1991),  the  American 
Society  of  Hospital  Pharmacists  reported  that  the  average 
hospital  faces  an  unexpected  14%-2  0%  increase  in  drug  costs 
because  of  drug  manufacturer's  actions  precipitated  by  the  Pryor 
bill. 

I  am  supportive  of  the  concept  of  a  fixed  percentage  rebate  to 
the  federal  government  for  purchase  of  pharmaceuticals.  Medicaid 
prescription  drug  costs  should  continue  to  be  at  a  more  favorable 
level  than  was  the  case  prior  to  the  enactment  of  OBRA  1990  and 
those  costs  should  be  stable  and  predictable.     The  rebate 
formula,  however,  should  not  penalize  other  government  and 
private  purchasers  who  have  negotiated  favorable  prices.  Thank 
you  for  this  opportunity  to  share  with  you  my  thoughts. 
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Mrs.  Unsoeld.  Thank  you.  Next  is  Andrew  McCulloch,  from  Se- 
attle, Chief  Operations  Officer  at  Harborview  Medical  Center. 
Thanks  for  coming. 

STATEMENT  OF  ANDREW  MCCULLOCH,  CHIEF  OPERATING  OFFI- 
CER, HARBORVIEW  MEDICAL  CENTER,  SEATTLE,  WASHINGTON 

Mr.  McCulloch.  Thank  you,  Chairwoman  Unsoeld  and  Congress- 
man Wyden.  My  name  is  Andrew  McCulloch.  I  am  the  senior  asso- 
ciate administrator  and  the  chief  operating  officer  of  Harborview 
Medical  Center  in  Seattle.  I  am  also  here  today  on  behalf  of  the 
National  Association  of  Public  Hospitals,  NAPH.  Harborview  and 
over  100  other  major  metropolitan  area  hospitals  and  hospital  sys- 
tems which  make  up  the  membership  of  the  National  Association 
of  Public  Hospitals  represent  the  health  care  safety  net  for  our  Na- 
tion's indigent  patients. 

I  would  like  to  tell  you  a  little  bit  about  Harborview.  It  is  a 
county-owned  medical  center  that  is  affiliated  and  managed  by  the 
University  of  Washington.  The  medical  center  has  cared  not  only 
for  the  citizens  of  King  County  for  over  a  century,  but  also  has  a 
major  referral  center  for  patients  from  throughout  the  Pacific 
Northwest  for  trauma,  burns,  seizure  control,  cardiac  arrhythmia, 
spinal  cord  and  head  injuries.  Through  the  development  of  our  aer- 
omedical  regional  transport  system,  Harborview  serves  also  as  the 
only  level  one  trauma  center  for  the  States  of  Idaho,  Alaska,  Mon- 
tana, and  Washington.  As  a  safety  net  hospital,  Harborview  has  a 
commitment  to  care  for  all  patients,  regardless  of  their  ability  to 
pay.  Harborview  is  the  largest  provider  of  uncompensated  care  in 
the  State  of  Washington. 

Harborview  and  the  entire  membership  of  the  NAPH  have  a 
keen  interest  in  the  subject  of  this  hearing  today  because  of  recent 
drug  price  increases  which  have  had  a  significant  impact  on  our 
ability  to  maintain  the  cutting  edge  of  our  vital  regional  referral 
programs.  Notwithstanding  our  vigorous  management  efforts,  Har- 
borview has  experienced  a  cumulative  increase  of  well  over  60  per- 
cent in  drug  and  pharmaceutical  costs  over  the  past  SV2  years.  A 
recent  survey  of  42  NAPH  member  hospitals  indicates  a  similar 
pattern  of  extraordinary  cost  increases  as  happening  throughout 
the  country. 

In  the  course  of  maintaining  our  pharmaceutical  budget,  we  con- 
tinually analyze  drug  costs  and  monitor  those  factors  which  con- 
tribute to  their  increases.  I  would  like  to  share  with  you  today 
some  of  those  results  of  our  current  analysis. 

A  summary  chart  of  our  experience  is  attached  as  Exhibit  A  to 
my  testimony.  This  summary  indicates  that  Harborview's  pharma- 
cy budget  has  increased  from  approximately  $4  million  in  fiscal 
year  1987-1988  to  a  projected  $6.7  million  in  our  current  fiscal  year 
of  1991-1992.  As  you  can  see,  the  great  bulk  of  the  increase  took 
place  in  the  fiscal  year  1989-1990  and  fiscal  year  1990-1991.  These 
reflect  significant  price  increases  from  vendors  from  contracts  be- 
ginning on  or  about  January  1,  1991.  Prior  to  January  1,  1991,  our 
pharmacy  budgets  had  increased  much  more  moderately.  In  fact, 
only  about  4  percent  of  the  7.64  percent  increase  in  1988  and  of  the 
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4.35  percent  increase  in  1989  could  be  attributed  to  price  increases 
from  vendors. 

The  remaining  increases  in  our  pharmacy  budgets  have  been  due 
to  increased  volume,  new  products  and  biotechnology.  Several  per- 
centage points  of  our  1990  increase,  for  instance,  were  related  to 
increased  AIDS  cases  that  were  seen  at  our  hospital,  as  well  as  the 
use  of  new  drug  therapies  for  the  AIDS  treatment  that  began  in 
that  year.  With  the  striking  exception  of  fiscal  years  1990-1991  and 
1991-1992  periods,  our  strong  management,  generic  and  lesser  cost 
substitution  whenever  we  could,  as  well  as  volume  purchasing 
practices,  have  been  successful  in  our  particular  situation  in  keep- 
ing drug  price  increases  below  the  expected  inflation  rate. 

By  contrast,  a  significant  portion  of  the  24  percent  increase  in 
our  pharmacy  budget  which  took  place  last  year  and  the  projected 
18  percent  increase  that  we  project  for  this  year  is  attributable  to 
the  price  increases  by  vendors  immediately  following  the  effective 
date  of  Medicaid  drug  rebate  provisions  of  the  Omnibus  Budget 
Reconciliation  Act  of  1990,  or  what  I  will  hereafter  call  OBRA  '90. 
This  committee  is  well  aware  of  the  best  price  provisions  of  OBRA 
'90,  upon  which  our  vendors  have  predicated  their  pricing  actions. 

Mr.  Wyden,  I  know  that  you  have,  in  particular,  tried  to  word 
the  best  price  provisions  so  that  manufacturers  would  not  have  an 
incentive  nor  the  excuse  to  raise  prices  for  their  best  customers.  I 
am  not  here  today  to  take  a  position  on  the  legitimacy  of  the  ven- 
dors' arguments  in  this  matter.  But  whatever  the  cause,  the  fact 
remains  that  the  marketplace  has  been  significantly  disrupted  for 
both  inpatient  and  outpatient  drugs. 

Since  the  passage  of  OBRA  '90,  our  ability  to  aggressively  take 
advantage  of  volume  purchasing  has  been  severely  curtailed,  and 
our  drug  costs  have  increased  by  approximately  $1  million  by  fac- 
tors that  are  unrelated  to  utilization,  to  changes  in  technology,  or 
to  anticipated  inflation.  Of  the  42  percent  increase  in  our  pharma- 
cy budget,  we  estimate  that  approximately  10  percent  is  attributa- 
ble to  inflation,  15  percent  to  increased  utilization  and  changes  in 
technology,  and  the  remaining  17  percent  are  price  increases  asso- 
ciated with  OBRA  '90. 

In  my  testimony,  I  have  also  included  a  chart  that  is  identified 
as  attachment  B,  which  describes  some  of  the  specific  increases 
which  have  occurred  since  January  of  1991.  In  the  interest  of  time, 
I  will  not  go  through  the  specific  details,  but  I  would  be  happy  to 
answer  any  questions  after  my  testimony.  Let  me  just  note  in  sum- 
mary that  of  the  18  drugs  that  were  described  on  that  chart,  they 
alone  illustrate  a  45  percent  increase  in  manufacturers'  prices 
since  January  of  1991.  If  we  had  not  aggressively  sought  substitutes 
wherever  feasible,  the  increase  would  have  been  well  over  60  per- 
cent, representing  increased  costs  of  almost  $145,000  for  just  this 
product  group. 

Attachment  B  also  points  out  that  protections  for  what  we  call 
nominally  priced  drugs,  of  which  we  understood  were  protected  in 
the  law,  have  either  not  been  implemented  or  have  been  ignored  by 
manufacturers.  For  example,  birth  control  pills  which  Harborview 
received  from  a  manufacturer  for  the  nominal  charge  of  a  penny 
prior  to  January  1,  1991,  now  bear  a  more  customary  wholesale 
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price  of  $16.  If  you  calculate  the  math,  that  is  an  increase  of 
159,000  percent. 

Paradoxically,  Harborview  and  other  safety  net  hospitals,  which 
have  been  most  successful  in  achieving  the  best  prices  on  the  basis 
of  volume,  as  well  as  other  market  factors,  have  suffered  the  larg- 
est percentage  of  increases  during  the  post-OBRA  '90  period.  Be- 
cause of  our  payor  mix,  these  hospitals  are  also  the  least  able  to 
absorb  these  price  increases  without  adversely  affecting  the  avail- 
ability of  care  to  the  patients  and  the  citizens  that  are  most  in 
need.  At  Harborview,  85  percent  of  the  cost  of  outpatient  drugs  and 
57  percent  of  the  cost  of  our  inpatient  drugs  are  attributable  either 
to  Medicaid  or  unsponsored  patients.  Our  ability  to  pass  these  cost 
increases  on  to  either  group  is  non-existent.  In  an  era  of  strained 
government  resources,  budgetary  increases  of  this  type  inevitably 
result  in  service  curtailment. 

We  recognize,  as  do  the  members  of  the  committee,  that  the  fac- 
tors surrounding  the  recent  price  increases  of  prescription  drugs 
and  pharmaceutical  products  are  complex.  Prior  to  the  implemen- 
tation of  OBRA  1990,  Harborview  and  other  major  metropolitan 
teaching  hospitals  were  able  to  negotiate  very  favorable  prices 
from  manufacturers,  generally  on  the  order  of  those  prices  that 
were  accorded  to  the  Departments  of  Veterans'  Affairs,  DVA.  Our 
problem  is  very  similar  to  the  DVA  in  that  the  best  prices  that  we 
could  negotiate  prior  to  January  1,  1991,  are  simply  no  longer 
available  and  are  unlikely,  under  any  scenario,  to  return. 

In  view  of  this  similarity  to  the  Department  of  Veterans'  Admin- 
istration, we  have  followed  with  great  interest  House  Rule  2890 
and  Mr.  Wyden's  proposed  amendment  to  that  bill.  While  it  may 
have  limited  applicability  to  larger  public  hospitals  which  can  ne- 
gotiate best  prices,  we  recognize  the  potential  significance  of  this 
legislation  for  smaller  public  institutions  and  clinics  to  extend 
DVA  single  award  contract  prices  to  other  public  entities  which 
engage  the  DVA  as  their  purchasing  agent.  We  also  applaud  your 
proposed  replacement  of  the  existing  Medicaid  best  price  definition 
with  a  DVA  related  price.  This  latter  proposal  would  be  of  great 
help  to  establish  the  marketplace  for  other  purchasers.  Our  con- 
cerns remain,  however,  that  previous  price  levels  will  never  be  re- 
alized. 

House  Rule  2890  implicitly  recognizes  this  fact  and,  for  the  DVA, 
rolls  back  prices  to  the  September,  1990,  levels.  It  is  imperative 
that  the  same  rolled-back  prices  are  made  available  to  large  urban 
safety-net  hospitals  which,  like  the  DVA,  have  had  their  buying 
clout  eliminated  by  OBRA  '90.  At  the  minimum,  prices  of  drugs  for 
indigent  patients  should  be  returned  to  their  pre-OBRA  '90  levels. 

We  stand  ready  to  work  with  the  committee  in  this  regard,  and  I 
have  appreciated  the  opportunity  to  appear  before  you  today.  I 
would  be  pleased  to  answer  any  questions  that  you  may  have. 

[Supplemental  material  submitted  by  Mr.  McCulloch  follows:] 


37 


HMC:  PHARMACY  COSTS  6/38  TO  1  1  /91  ** 


ACTUAL         %  INCREASE  ACTUAL 
COSTS/MILLIONS      YEAR  TO  PUBLISHED 
YEAR  YEAR  IMFLATIOM 


FY  87-88 

$4.06 

7.64X 

9.10^ 

FY  88-39 

$4.37 

4.35« 

7.90% 

FY  89-90 

$4.56 

24.12* 

9.10?? 

FY  90-91 

$5.66 

18.20X 

8  90% 

FY  91-92 

$6.69* 

•ESTIMATED 


*»  INCLUDES: 

DRUGS 

IV  SOLUTIONS 
lY  SETS 


1/15/92 
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Mrs.  Unsoeld.  Thank  you.  Mike  Millard,  from  Portland,  Phar- 
macy Manager  for  the  Bess  Kaiser  Area,  Kaiser  Permanente 
Northwest  Region. 

STATEMENT  OF  MICHAEL  MILLARD,  M.S.R.PH.,  DIRECTOR,  PHAR- 
MACY SERVICES,  BESS  KAISER  MEDICAL  CENTER  AREA, 
KAISER  PERMANENTE  NORTHWEST  REGION 

Mr.  Millard.  Thank  you,  Congressperson  Wyden  and  Congres- 
sperson  Unsoeld.  As  you  said,  my  name  is  Michael  Millard,  and  I 
am  a  registered  pharmacist,  and  I  am  an  area  manager  of  pharma- 
cy services  for  the  Bess  Kaiser  Medical  Center  area  in  Kaiser  Per- 
manente's  Northwest  Region.  I  am  testifying  on  behalf  of  the 
Kaiser  Permanente  Medical  Care  Program,  which  is  the  Nation's 
largest  privately  sponsored  health  care  program.  As  a  pre-paid 
group  practice  health  maintenance  organization,  Kaiser  Perman- 
ente arranges  and  provides  comprehensive  health  care  services  for 
more  than  about  6.5  million  members  in  16  States  and  the  District 
of  Columbia. 

The  Northwest  Region  of  Kaiser  Permanente  was  establishigd 
right  here  in  Vancouver  to  serve  the  workers  in  the  Kaiser  ship- 
yards during  World  War  II.  Today,  Kaiser  Permanente  serves  ap- 
proximately 370,000  members  living  in  and  around  Salem,  Oregon; 
Portland/ Vancouver  metropolitan  area;  and  the  Longview-Kelso 
area  in  Washington. 

Outpatient  medical  care  is  provided  at  17  medical  offices  located 
throughout  the  area.  Hospital  care  is  provided  at  the  Bess  Kaiser 
Medical  Center  in  Portland,  and  the  Kaiser  Sunnyside  Medical 
Center  in  Clackamas,  and  other  community  hospitals.  Physician 
services  are  provided  or  arranged  exclusively  by  Northwest  Per- 
manente physicians  and  surgeons.  Dental  services  are  provided  by 
the  Permanente  Dental  Association  in  13  dental  offices. 

Your  subcommittee  has  requested  that  we  testify  concerning  the 
increased  pharmaceutical  prices  this  program  has  experienced  in 
1991.  The  current  law  requires  that  drug  manufacturers  remit  re- 
bates to  the  Medicaid  program  for  outpatient  drugs  dispenses  to 
Medicaid  beneficiaries.  As  you  know,  the  formula  is  complex.  The 
rebate  for  multiple-source  drugs — those  are  the  drugs  that  have 
several  companies  offering  as  generic  equivalents — is  a  fixed  per- 
centage of  the  average  manufacturer's  price.  The  rebate  for  single- 
source  drugs  and  innovator  multiple-source  drugs — these  are  the 
drugs  that  are  only  offered  by  one  company  and  do  not  have  gener- 
ic equivalents — is  based  on  the  difference  between  the  best  price, 
which  is  the  lowest  price  offered  to  any  customer,  and  the  average 
manufacturer  price. 

The  purpose  of  the  law  was  to  provide  the  Medicaid  programs 
with  the  benefits  of  favorable  price  negotiated  for  drugs  by  others 
in  the  health  care  industry.  However,  the  drug  manufacturers  have 
kept  prices  as  high  as  possible  for  the  entire  market.  The  manufac- 
turers have  gained;  everyone  else  has  lost. 

Since  January,  1991,  the  program,  on  a  national  basis,  has  expe- 
rienced substantial  increases  in  pharmaceutical  costs.  For  example, 
between  January  and  August  of  1991,  our  contracts  with  10  brand 
name  pharmaceutical  companies,  covering  26  products,  expired  and 
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we  experienced  an  unweighted  average  price  increase  of  380  per- 
cent. The  highest  increase  for  an  individual  drug  was  1,800  percent 
and  the  lowest  price  increase  was  19  percent. 

We  expect  to  pay  much  higher  prices  for  single  source  and  inno- 
vator multiple  source  drugs  as  present  contracts  expire.  To  date, 
the  impact  on  our  program  has  been  relatively  manageable  because 
we  have  multi-year  contracts  with  many  of  the  drug  companies 
still  in  effect.  We  also  purchased  large  quantities  of  drugs  prior  to 
the  expiration  of  some  contracts.  However,  when  all  existing  con- 
tracts expire,  we  expect  the  increases  to  be  as  much  as  $140  million 
a  year.  Drug  purchases  in  1991,  to  give  you  some  perspective,  were 
about  $500  million.  These  price  increases  will  be  passed  on  to  our 
members  in  the  form  of  higher  charges  for  their  health  benefits 
coverage. 

In  the  past,  Kaiser  Permanente  has  been  able  to  control  pharma- 
ceutical expenditures  by  a  variety  of  means.  We  buy  drugs  in 
volume  through  national  contracts  that  apply  throughout  the  coun- 
try. In  addition,  we  use  a  formulary  to  assure  high  quality,  safe 
and  effective  drugs  are  used  in  our  program.  The  formulary  is 
managed  by  a  committee  composed  of  physicians  and  pharmacists, 
with  expert  guidance  from  medical  specialists.  This  process  pro- 
vides for  the  objective  evaluation  and  selection  of  drugs.  It  has  a 
proven  record  for  enhancing  patient  care  while  insuring  that  the 
pharmaceuticals  meet  our  quality  standards.  The  formulary  proc- 
ess provides  requisite  information  about  optimal  use  of  drugs  and 
insures  that  the  most  cost  effective  option  is  prescribed  when 
safety  and  efficacy  are  equal.  We  intend  to  continue  these  prac- 
tices, but  the  cost  increases  we  have  discussed  cannot  be  prevented 
by  efficient  purchasing  or  utilization. 

Permanente  physicians  can  often  agree  to  prescribe  one  of  a 
number  of  therapeutically  equivalent  drugs.  We  ask  for  bids  on 
these  drugs  and  purchase  the  drug  with  the  lowest  unit  cost.  Man- 
ufacturers were  willing  to  lower  their  price  to  gain  volume  and 
market  share.  However,  manufacturers  do  not  find  it  economically 
sensible  to  continue  to  provide  us  with  discounts  that  they  must 
also  extend  to  the  much  larger  Medicaid  market  under  the  best 
price  test.  Medicaid  represents  approximately  10  percent  of  the  na- 
tional drug  market,  and  manufacturers  have  not  extended  dis- 
counts to  any  one  purchaser  if  it  will  affect  this  Medicaid  price. 

Kaiser  Permanente  strongly  urges  Congress  to  eliminate  the  best 
price  test.  Any  pharmaceutical  company  rebate  linked  to  best  price 
will  continue  to  artificially  increase  prices  and  will  eventually 
result  in  the  demise  of  the  best  price  in  the  non-Medicaid  market. 
In  addition,  we  support  adjustments  to  the  fixed  percentage  rebate 
required  for  multiple  source  drugs  that  would  assure  Medicaid  pro- 
grams the  funds  that  those  programs  expected  when  section  4401 
was  enacted.  Because  of  the  substantial  increases  in  the  drug 
prices,  several  Federal  programs  have  been  seriously  affected.  We 
would  support  congressional  action  to  assist  those  programs. 

Kaiser  Permanente  appreciates  the  efforts  of  Congressman 
Wyden  you  have  made  in  addressing  this  pharmaceutical  manufac- 
turers' response  to  the  best  price.  We  recognize  the  bill  passed  by 
the  House  of  Representatives  did  not  contain  the  best  price  provi- 
sion. However,  that  did  eventually  come  into  the  law.  We  know 
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that  you  are  very  concerned  about  the  higher  prices  we  are  now 
paying  and  the  impact  that  those  prices  have  on  our  members. 

We  are  grateful  to  you  and  others  for  working  so  hard  to  collect 
data  and  soliciting  ideas  from  drug  purchasers  who  have  been  ad- 
versely affected.  I  want  to  thank  you  for  the  opportunity  to  appear 
before  you  today  and  look  forward  to  your  questions,  if  you  have 
any. 

[Supplemental  material  submitted  by  Mr.  Millard  follows:] 
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1991  JANUARY  -  AUGUST  PRICE  INCREASES: 
KAISER  PERNANENTE 


Company 

Product 

%  Increase 

A 

I 

1320 

II 

1490 

III 

924 

IV 

19 

B 

I 

272 

C 

I 

21 

II 

20 

D 

I 

131 

II 

31 

III 

25 

*IV 

61 

*v 

107 

E 

I 

37 

II 

101 

F 

I 

375 

II 

322 

III 

200 

G 

I 

480 

1 1 

1  fl  n  n 
1  o  u  u 

III 

842 

IV 

74 

V 

537 

VI 

467 

H 

I 

105 

I 

I 

49 

J 

I 

81 

TOTAL:  10  26  380% 

companies  drug  products  unweighted 

average  increase 

NOTE:     Company  and  Product  not  identified  due  to  contractual 
requirements . 

♦Informed  of  increase    contract  expires  12/31/91 


-  6  - 
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Mrs.  Unsoeld.  Thank  you.  Our  fourth  panelist  is  Darold  Nieder- 
meyer,  from  Vancouver,  Washington,  Director  of  Pharmacy  Rela- 
tions at  the  Hi-School  Pharmacy. 

STATEMENT  OF  DAROLD  NIEDERMEYER,  R.Ph.,  PHARMACIST,  HI- 
SCHOOL  PHARMACY,  VANCOUVER,  WASHINGTON 

Mr.  NiEDERMEYER.  Good  moming,  Congresswoman  Unsoeld  and 
Congressman  Wyden.  My  name  is  Darold  Niedermeyer.  I  am  a 
pharmacist  for  Hi-School  Pharmacy,  working  in  the  stores,  as  well 
as  in  the  central  office.  Hi-School  Pharmacy  is  a  small  chain  of  30 
stores  operating  in  Southwest  Washington  and  Oregon.  I  am  re- 
sponsible for  the  pricing  of  prescriptions  and  procurement  of  pre- 
scription drugs  for  the  Hi-School  Pharmacy  chain.  I  would  like  to 
thank  you  for  holding  these  hearings  in  the  field  and  for  the  oppor- 
tunity to  testify  before  you. 

The  prices  of  prescription  drugs  have  been  on  the  increase  in 
America  for  the  last  decade,  but  so  has  the  inflation  rate.  Last 
year,  the  inflation  rate  was  approximately — and  please  that.  This 
morning  Paul  Elliott  told  me  it  was  3.1  percent  for  the  year.  The 
average  increase  in  the  wholesale  price  of  brand  name  prescription 
drugs  has  increased  over  15  percent  for  the  same  period,  and  I 
have  listed  some  examples. 

Prozac,  which  has  gained  a  lot  of  prominence  in  the  press,  has 
gone  from  $167  to  $192  in  1  year.  That  is  a  15  percent  increase. 
Prescription  price  we  had  was  $52.95  and  $60.85.  We  raised  it  13 
percent. 

Lopressor,  which  is  used  for  high  blood  pressure,  was  $39.81  to 
$46,  which  is  18  percent. 

Roxanol  SR,  which  changed  its  name  to  Oramorph  after  it  was 
required  to  do  some  more  bio-studies,  went  up  151  percent.  That  is 
a  medication  that  is  used  for  severe  pain. 

Nitrobid  6.5,  which  is  a  nitroglycerin,  went  from  $23  to  $25.  The 
prescription  went  from  $30  to  $33.  But  you  will  notice  that  if  you 
use  the  generic,  the  price  stayed  the  same. 

Soma,  350  milligrams,  which  is  a  muscle  relaxant,  went  from 
$96.92  to  $116.21.  The  prescription  went  from  $115  to  $128. 

Carisoprodol,  which,  as  noted  in  the  note,  is  the  generic  for  the 
Soma,  stayed  at  $13.75,  zero  percent  increase. 

Desyrel,  150  milligrams,  100  count,  went  up  20  percent.  We 
raised  the  price  15  percent  trying  to  keep  it  down. 

Trazadone,  150  milligrams,  which  is  the  generic,  we  only  raised 
zero  percent. 

This  goes  on,  as  you  can  go  down  through  the  list.  One  interest- 
ing note  was  Proventil  and  Ventolin,  which  are  exactly  the  same 
product  manufactured  by  two  manufacturers,  seemed  to  come  in  at 
exactly  the  same  price. 

On  the  third  page,  you  will  notice  that  the  Ortha  Novum  1/35 
that  I  had  to  pay  $17.01  while  some  of  my  colleagues  were  paying  a 
penny,  has  gone  to  $20.16,  or  a  17  percent  increase. 

N.E.E.,  which  is  a  generic  for  that  product,  has  gone  up  zero. 

It  is  interesting  to  note  the  increase  in  the  price  of  the  brand 
name  prescription  drugs  and  the  lack  of  increase  in  the  price  of  the 
generic  drugs.  The  average  wholesale  cost  (AWP)  for  prescription 
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drugs  over  the  last  year  has  increased  substantially.  The  retail 
pharmacist  is  caught  in  the  middle  between  the  customers'  ability 
to  pay  and  the  manufacturers'  willingness  to  increase  the  price. 

The  average  prescription  price  for  our  Cascade  Park  Pharmacy 
was  $24.06  in  December  of  1990.  The  average  prescription  price  for 
December,  1991,  was  $24.83.  The  increase  in  the  price  was  only  3 
percent  for  the  prescription,  but  we  were  looking  at  a  15  percent 
increase  in  the  cost.  This  was  accomplished  by  reducing  our  margin 
or  profit  and  using  as  many  generic  drugs  as  possible  to  save  the 
patient  money. 

However,  the  patient  requiring  the  more  expensive  brand  name 
products  available  only  in  the  brand  name  paid  considerably  more. 
One  example  is  a  patient  with  Parkinson  Disease  at  our  Hood 
River  Hi-School  Pharmacy.  The  drugs  in  1990  cost  $4,670,  and  in 
1991  required  $5,426.  This  is  an  increase  of  16  percent. 

We  encourage  Congresswoman  Unsoeld  and  Congressman  Wyden 
to  visit  our  Cascade  Park  Hi-School  Pharmacy,  and  I  would  enjoy 
taking  them  on  a  guided  tour.  Thank  you  very  much  for  the  oppor- 
tunity to  speak. 

[The  prepared  statement  of  Mr.  Niedermeyer  follows:] 
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TESTIMONY  OF  DflRQLD  NIEDERMEYER  RPH. 
before 

U.S.   CDNGRESSWOMftN  JQLENE  UNSOELD 
and 

U.S.   CONGRESSMftN  RON  WYDEN 
on 

PRICES  OF  PRESCRIPTION  DRUGS  FOR  THE  PUBLIC 

Thursday,  January  16,  1992 
Vancouver,  Washington 

Good  morning  Congresswoaan  Unsoeld  and  Congressnian  Wyden.  My  naae  is 
Darold  Niedermeyer  and  I  an  a  Pharmacist  for  Hi-School  Pharmacy  working  in  the 
stores  as  well  as  the  central  office.  Hi-School  Pharmacy  is  a  small  chain  of  30 
stores  operating  in  Washington  and  Oregon.  I  am  responsible  for  the  pricing  of 
prescriptions  and  procurement  of  prescription  drugs  for  the  Hi-School  Pharmacy 
chain. 

I  would  like  to  thank  you  for  the  holding  these  field  hearings  and  the 
opportunity  to  testify  before  you. 

The  prices  of  prescription  drugs  have  been  on  the  increase  in  America  for 
the  last  decade  but  so  has  the  inflation  rate.  The  last  year  the  inflation  rate 
was  at  approximately  for  the  year.  The  average  increase  in  the  wholesale 
price  of  brand  name  prescription  drugs  has  increased  over  15it  for  the  same 
period. 


Examples:  Average  Wholesale  Price  (QIUP) 


1/10/91 

1/10/92 

%  I  net 

Prozac  #100 

$167.82 

$192.96 

15:4 

Prescript  ion 

for  30 

$52.95 

$60.85 

13% 

Lopressor  50sg  ttl00 

$39.81 

$46.06 

18% 

Prescript  ion 

for  100 

$41.35 

$48. 75 

18% 

Roxanol  SR  30mg  #100 

$47.98 

New  name  same  drug^ 

Oramorph  SR  30Bg  #10 

0 

$120. 53 

151% 

Prescription  for  100 

$59.65 

$96.45 

61% 

Exact  data  not  available  until  January  16,  1991 

Roxanol  SR  changes  name  to  Oramorph  after  FDO  required  new  Bio 
studies.     Same  drug,   sane  manufacture. 
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1/10/91 


1/10/92 


%  increase 


Nitrobid  £>.5Rig  »1( 
Prescription  for  1( 


$23. 00 
i30. 85 


i25. 36 
$33. A5 


Nitroglycerin  SR  6. Sag 

100  $7.24 
Prescription  for  100  $13.15 


$7.24 
$13.75 


Brand  Naae  is  250%  aore  eKpensive  than  generic 


Soaa  350ag  #100 
Prescription  for  1( 


$96.92 
$115.95 


$116.21 
$138.35 


Carisoprodol  350ag  #100^ 

Prescription  for  100  $13.75  $13.75 
Brand  Naae  is  10x  aore  expensive  then  the  generic. 


Desyrel  150ag  »100 
Prescription  for  100 

Trazadone  150«g^ 
Prescription  for  100 

Prinidone  250ag  #100^ 
Prescription  for  100 

Proventil  Inhaler 


$142.65 
$143.65 


$63.  45 


$11.60 
$19.95 


$17.90 


Prescription  for  1  unit  $22.35 


yentolin  Inhaler 


$17.90 


$163.85 
$164.65 


$63.  45 


$29. 80 
$23.95 


$20. 35 
$25. 25 


$20. 35 


10% 
10% 


0% 
0% 


20% 
20% 


0% 


20% 
15% 


0% 


150% 
20% 


14% 
12% 


14% 


^  Ethix  manufactured  Nitrobid  for  Marion/Dow  for  10  years 

*  Carisoprodol  is  generic  for  Soaa  aanufactured  by  Wallace  Labs 
^  Trazadone  is  generic  Desyrel 

^  Generic  for  Mysoline,  now  only  Manufactured  by  Danbury. 


^  Please  note.  Proventil  manufactured  by  Schering,  Ventolin 
manufactured  by  Alien  and  Hanbury  division  or  Glaxo,  Saae 
price  by  2  manufactures. 
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1/10/91 


1/10/92 


%  Increase 


Qrtho  Novui  1/35  #28 
Rh  for  1  10. 


$17.30 
18.25 


i20. 16 
♦21. 15 


17% 


N.E.E.  1/35  #28" 
Rx  for  1  10. 


$10.25 
$9.95 


$10.25 
$9.95 


0% 
0X 


It  is  interesting  to  note  the  increase  in  price  of  the  Brand  Naae 
prescription  drugs  and  the  lack  of  increase  in  price  for  the  Generic  Brand  drugs. 

The  average  wholesale  cost  (OWP)  of  prescription  drugs  over  the  last  year 
has  increased  substantially.  The  retail  Pharmacist  is  caught  in  the  aiddle 
between  the  custoaers  ability  to  pay  and  the  aanufactures  willingness  to  increase 
the  AUP. 

The  average  prescription  price  for  our  Cascade  Park  Pharmacy  was  $2A. 06 
in  December  1990.  The  average  prescription  price  for  December  1991  was  $24.83. 
The  flWP  has  increased  considerably;  however,  we  were  able  to  keep  the  increase 
in  the-  prc-scription  pirice  to  only  3%.  This  was  accomplished  by  reducing  our 
margin  of  profit  and  using  as  many  generic  drugs  as  possible  to  save  the  patient 
money.  However,  the  patient  requiring  the  more  expensive  Brand  Name  products, 
only  available  in  the  Brand  Name,   paid  considerably  more. 

Example:    Patient  with  Parkinson  Disease  at  the  Hood  River  Hi-School 


Drugs  required  in  1990  $4670.45 
Drugs  required  in  1991  $5426.66 
Increase  of  ib% 


Ue  encourage  Congresswoman  Unsold  and  Congressman  Wyden  to  visit  our 
Cascade  Park  Hi-School  Pharmacy  store  and  I  would  enjoy  taking  them  on  a  Guided 
Tour  of  the  Pharmacy. 


Thank  you  for  the  opportunity  to  speak  to  you. 


Darold  Niedermeyer  RPh. 
Director  of  Pharmacy  Relations 
Purchasing  Agent  for  Prescription  Drugs 


N.E.E.  is  a  generic  form  of  Qrtho  Novum  1/35  manufactured 
for  Lexis  by  Schering  Co. 


Pharmacy 
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Mrs.  Unsoeld.  Thank  you.  I  have  sort  of  a  cluster  of  questions, 
and  I  recognize  that  some  of  you  may  not  care  to  answer  because 
they  may  be  a  little  bit  political.  Where  do  you  think  these  profits 
are  going  and  if  there  were  to  be  a  restriction  on  the  profit,  would 
that  influence  research  and  development.  Also  related,  should  the 
government  set  prices  it  v/ill  pay  for  drugs  under  Medicaid  like  it 
does  for  doctors  under  Medicare? 

I  sort  of  threw  out  a  bunch  of  questions  so  that  you  could  take 
pot  luck  or  ignore  and  go  in  your  own  direction  if  you  would  prefer. 
But  I  am  really  interested  in  how  you  feel  this  is  playing  out. 

Mr.  NiEDERMEYER.  How  much  of  the  cost  of  the  research  is  borne 
by  the  universities  in  the  Nation,  the  public  universities,  and  not 
really  by  the  pharmaceutical  manufacturers? 

Mrs.  Unsoeld.  Okay. 

Mr.  NiEDERMEYER.  That  is  one  question  I  would  ask.  In  many 
cases,  a  lot  of  the  universities  do  a  lot  of  the  research.  Is  this  not 
right.  Dr.  Young? 

Mr.  Young.  The  universities  are  actively  involved  in  research. 
Obviously,  that  is  the  case,  and  we  look  wherever  we  can  for  bugs. 

I  would  get  to  perhaps  a  comment  I  made  earlier  and  that  is  the 
pharmaceutical  industry  spends  about  $10  billion  a  year  in  market- 
ing, which  is  about  $1  billion  more  than  they  spend  in  research. 
That  is  a  very  significant  difference. 

It  is  a  very  complicated  issue  if  we  looked  at  this.  I  do  not  think 
that  there  are  easy  fixes.  I  look  at  deregulations  of  the  savings  and 
loan  industry  and  see  the  havoc  that  that  has  caused.  On  the  other 
hand,  I  look  at  a  highly  regulated  society  and  I  see  the  demise  of 
Communism.  Clearly,  there  should  be  common  ground  somewhere 
in  between.  But  nevertheless,  I  think  it  is  a  very  difficult  issue  and 
I  would  not  presume  to  be  able  to  answer  the  questions  as  to  where 
do  those  funds  go,  where  does  the  money  go.  I  still  have  not  found 
out  where  the  money  goes  to  savings  and  loan,  for  example. 

Mrs.  Unsoeld.  I  think  we  are  still  searching,  too.  Do  any  of  you 
others  want  to  comment  on  that? 

Mr.  McCuLLOCH.  I  would  just  argue  before  we  get  into  a  regulat- 
ed environment  for  pharmaceutical  prices  that  we  assure  ourselves 
that  we  have  encumbered  ourselves  of  any  restrictions  that  are  im- 
posed upon  the  health  care  industry  to  negotiate  best  possible 
prices. 

Mrs.  Unsoeld.  Good  point. 

Mr.  McCuLLOCH.  I  think  that  we  should  look  to  that  avenue  be- 
cause it  has,  at  least,  been  tested  in  previous  years  to  have  seemed 
to  have  worked  pretty  well  for  us.  So  I  would  certainly  argue  that 
initially  as  a  reasonable  and  prudent  first  step. 

Mrs.  Unsoeld.  Mr.  Niedermeyer,  would  you  comment  on  the  use 
of  mail  order  means  for  prescriptions  and  what  happens  then  if  a 
patient  has  questions?  Do  you  have  to  field  the  questions? 

Mr.  NiEDERMEYER.  Yes.  The  questions  come  to  the  local  pharma- 
cist. The  patient  comes  in  and  says  gee  whiz,  I  sent  off  my  prescrip- 
tions 2  weeks  ago  and  I  still  do  not  have  any  medicine.  What  can 
you  do  for  me?  Or  they  get  the  wrong  medication  in  the  mail.  You 
know,  I  sent  in  a  prescription  for  X  drug  and  this  is  what  I  have 
got. 
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In  some  cases,  it  has  just  been  a  change  from  the  brand  name  to 
the  generic,  but  they  did  not  tell  the  person.  So  we  can  look  up  in 
our  books  and  say  yes,  you  really  did  get  the  right  medication;  yes, 
it  is  correct.  Or  in  the  instance  of  we  will  give  you  a  few  tablets  to 
get  you  by  until  your  medication  comes.  But  it  is  up  to  the  commu- 
nity pharmacist  to  take  care  of  this. 

I  had  one  question,  if  I  could.  The  OBRA  '90  bill  has  caused  some 
problems  also  in  the  retail  pharmacy  and  for  your  other  60  to  70 
percent  of  the  people  that  are  not  in  the  hospital  or  not  going  to 
Kaiser  or  are  buying  the  prescription  from  the  public  pharmacy.  I 
have  lost  my  contracts,  also,  and  they  are  drying  up. 

I  have  a  real  concern  about  the  public  buying  that  70  percent  of 
the  prescriptions.  If  we  clout  the  industry  to  say  you  are  going  to 
give  the  hospitals  and  the  government  and  everybody  else  this  best 
price,  are  they  going  to  pass  that  price  on  to  me,  the  increase,  the 
difference  between  what  you  are  paying  now  and  what  I  am 
paying?  Am  I  going  to  see  now  a  25  percent  increase  in  the  price  to 
make  up  the  difference? 

I  am  worried  about  my  customer  out  there  that  is  looking  at  an 
average  of  $25.  All  of  a  sudden,  they  say  the  government  and  ev- 
erybody else  is  going  to  get  a  good  price.  Are  they  going  to  then  say 
okay,  we  are  going  to  give  them  the  price;  we  are  going  to  make  it 
someplace;  we  will  charge  you  this  price? 

Mrs.  Unsoeld.  Something  for  us  to  guard  against.  Dr.  Young  or 
any  of  you,  when  an  individual  does  not  feel  they  have  the  means 
or  the  capability  of  obtaining  the  drugs  that  they  may  need  for 
quality  of  life  and  the  situation  becomes  acute,  they  end  up  in  the 
emergency  room,  is  there  a  large  percentage  of  those  individuals 
who  also  lack  a  health  insurance  program  so  that  the  overall 
health  care  system  not  only  has  the  additional  expense  of  having  to 
deal  with  something  acute  that  might  have  been  able  to  be  main- 
tained, but  the  hospitals  also  have  the  additional  problem  that  they 
may  just  have  to  eat  the  cost  of  that  patient's  care? 

Mr.  Young.  Certainly,  that  is  the  experience  of  our  facility,  for 
example,  and  I  would  suspect  for  facilities  throughout  this  area. 
The  issue,  I  think,  is  one  in  which  if  we  can,  in  fact,  manage  these 
patients  in  an  outpatient  setting  prior  to  the  time  that  their  dis- 
ease state  becomes  so  progressed  that  more  intensive  or  more  ex- 
pensive therapy  is  necessary,  it  would  certainly  behoove,  I  think, 
society.  The  exact  number  and  percentage  in  terms  of  how  we  are 
impacted,  I  really  do  not  have  that  kind  of  a  number,  but  it  is  a 
problem. 

Mrs.  Unsoeld.  Do  either  of  you  other  gentlemen  want  to  com- 
ment on  that? 

Mr.  McCuLLOCH.  I  would  simply  say  from  the  perspective  of  Har- 
borview,  which  provides  an  inordinately  large  amount  of  indigent 
care,  that  both  in  our  emergency  room  as  well  as  in  our  ambulato- 
ry care  clinics,  of  which  we  have  a  large  part  of  our  operation,  we 
find  that  the  examples  that  Dr.  Young  is  reflecting  here  in  Van- 
couver happen  as  much,  if  not  more  frequently,  in  Seattle. 

We  find  that  the  cost  of  care  that  ultimately  we  either  absorb  in 
our  operating  budget  or  pass  on  to  Medicare  of  Medicaid  is  signifi- 
cantly more  than  if  there  was  a  more  preventive  primary  care  ap- 
proach that  emphasize  the  appropriate  use  of  pharmaceutical  prod- 
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ucts  and  health  care  in  the  non-hospital  setting.  So  we  end  up  actu- 
ally paying  more  if  we  do  not  take  care  of  it  at  its  early  stages. 

Mr.  Millard.  I  would  add  that  I  would  agree  with  that  very 
strongly.  I  think  we  documented  that  clearly.  That  is  sort  of  a  cor- 
nerstone of  Kaiser  Permanente's  approach  in  that  yes,  if  we  can 
take  care  of  a  problem  in  a  outpatient,  then  that  is  why  pre-paid 
group  practice  means.  So  to  us,  I  would  only  offer  to  say  that  is  a 
principle  of  the  way  we  have  organized  ourselves.  So  we  see  that  as 
yes,  that  is  beyond  dispute.  I  mean  yes,  taking  care  of  things  as  you 
go  along  is  a  much  better  approach  than  waiting  for  the  crisis. 

Mrs.  Unsoeld.  Before  I  turn  the  questions  over  to  you,  Ron,  you 
have  perhaps  noted  that  periodically,  there  is  a  plane  flying  over- 
head. I  simply  wanted  to  point  out,  Ron,  that  that  noise  of  the 
planes  going  overhead  is  that  much  of  Vancouver  lies  on  the  flight 
pattern  for  Portland  International  Airport.  Forgive  me!  Do  you 
have  some  questions  you  would  like  to  ask? 

Mr.  Wyden.  We  will  solve  that  matter  at  our  next  hearing, 
Jolene.  We  will  take  care  of  this  little  non-controversial  matter  of 
the  prescription  drugs  today. 

First  of  all,  let  me  thank  all  of  you  for  your  cooperation.  I  know 
that  all  of  you  have  been  in  contact  with  us.  I  do  have  some  specif- 
ic questions. 

I  think  what  we  are  facing  today  is  a  situation  that  stems  from 
the  fact  that  the  drug  companies  believe  that  they  have  a  God- 
given  right  to  charge  whatever  they  can  possibly  milk  out  of  the 
American  consumer.  And  if  they  cannot  get  it  out  of  consumer  A, 
they  are  going  to  go  out  and  try  to  get  it  out  of  consumer  B. 

What  I  want  to  make  sure  this  time — because  literally,  on  the 
eve  of  Congress  getting  some  savings  for  Medicaid,  I  was  worrying 
about  some  other  problems — is  that  we  set  in  place  a  strategy  that 
does  not  permit  them  to  go  forward  with  more  divide  and  conquer. 
I  know  that  is  tough  for  folks  over  the  short  term  because  I  lis- 
tened to  the  thoughtful  points  made  by  Mr.  McCulloch,  large  public 
hospital.  I  think  what  I  am  talking  about  can  get  some  savings  for 
large  public  hospitals,  as  well. 

But  what  I  want  to  make  sure  we  do  not  do  this  time  is  if  we  can 
get  some  savings  as  large  and  small  public  hospitals,  that  we  do 
not  then  see  what  Mr.  Niedermeyer  was  talking  about,  is  people 
down  the  line  who  are  running  pharmacies  do  not  get  clobbered. 
You  all  have  made  thoughtful  presentations. 

Mr.  McCulloch,  I  admire  your  restraint.  I  think  it  is  absolutely 
outrageous  that  the  drug  companies  have  raised  those  oral  contra- 
ceptive prices  159,000  percent.  It  is  a  complete  violation  of  the 
intent  of  law,  and  I  want  you  to  know  that  we  are  going  to  go  out 
and  find  every  possible  way  to  stop  them  legally  from  doing  it  be- 
cause that  was  not  permitted  under  the  law.  It  is  unconscionable 
and  is  an  example  of  just  how  far  these  folks  will  go  to  try  to  milk 
the  consumer  and  hope  that  nobody  is  going  to  catch  up  with  them. 

So  I  commend  you  for  your  restraint.  I  know  that  you  all  have  to 
do  business  with  these  folks,  as  well,  and  it  is  our  job  to  fight  to 
make  sure  you  get  a  fair  shake.  Let  me  see  if  I  can  ask  a  couple  of 
questions  in  terms  of  mechanics  now  of  how  we  go  the  next  round. 

Dr.  Young,  you  make  the  point  that  is  going  to  be  one  of  the  key 
parts  of  my  upcoming  legislation,  to  let  folks  in  the  private  sector 
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be  exempted  from  the  Medicaid  best  price  calculation.  If  we  do 
that,  do  you  have  any  concern  with  the  other  part  of  the  bill  to  set 
up  the  large  buying  group  using  the  VA  and  the  public  health  serv- 
ice and  the  others,  to  see  if  they  can  go  out  and,  in  effect,  set  the 
pace  as  a  result  of  using  their  bargaining  power?  Do  you  have  any 
problem  with  that? 

Mr.  Young.  No,  not  at  all.  I  think  that  is  an  excellent  means  to 
offset  some  of  the  power  of  the  drug  industry.  I  believe  that  the 
supply  and  demand  issue  is  one  that  we  need  to  both  play;  not  just 
those  who  supply,  but  also  those  who  demand. 

Mr.  Wyden.  Do  you  feel — and  this  is  something  that  I  am  not 
going  to  set  a  date  on  it.  Do  you  feel  that  possibly  if  we  can  really 
get  that  government  purchasing  group  with  some  bargaining  power 
early  on,  that  you  might  start  seeing  some  private  groups  want  to 
come  in  and  ask  to  join,  as  well? 

Mr.  Young.  I  really  cannot  say  with  any  certainty,  but  I  would 
suspect  that  if  any  group  saw  another  group  getting  a  better  price, 
that  they  would  like  to  try  and  jump  on  the  band  wagon,  would  be 
my  suspicion. 

Mr.  Wyden.  Mr.  McCulloch,  how  much  of  your  institution's 
budget  is  devoted  to  the  care  of  people  without  insurance  or  cash  to 
pay  for  their  care? 

Mr.  McCulloch.  Approximately  10  percent  of  our  patient  popu- 
lation has  no  insurance  coverage,  is  unsponsored. 

Mr.  Wyden.  And  it  is  going  up,  given  the  tough  economy  and  the 
recession? 

Mr.  McCulloch.  Yes,  sir. 

Mr.  Wyden.  What  do  you  think  of  the  idea  of  including  hospitals 
like  yours  in  the  Federal  buying  group,  and  I  want  to  make  sure 
we  are  real  clear  on  this  where  you  all  would  get  the  same  Octo- 
ber, 1990,  inflation  adjusted  price  as  the  VA  and  the  other  Federal 
programs. 

Mr.  McCulloch.  We  believe  that  that  would  have  a  significant 
and  positive  impact  in  terms  of  dealing  with  the  problem  that  we 
have  been  discussing  this  morning. 

Mr.  Wyden.  That  is  what  I  will  be  proposing,  and  we  will  \york 
with  you  on  the  nuts  and  bolts  of  trying  to  make  sure  that  adminis- 
tratively it  works  for  you,  as  well. 

Mr.  Millard,  you  at  Kaiser,  of  course,  run  a  program  that  for 
many  years  has  stressed  a  lot  of  the  principles  that  I  believe  will 
be  part  of  a  national  health  plan.  I  think  you  have  also  heard  that 
I  believe  that  Kaiser  ought  to  be  exempted  from  the  Medicaid  best 
price  calculation,  as  well.  Do  you  have  any  problem  with  the  notion 
of  the  government  then  going  out  and  trying  to  save  money  on  the 
drug  purchases  by  the  VA  and  the  community  clinics  and  the 
public  hospitals  along  the  lines  of  what  I  have  described? 

Mr.  Millard.  None  whatsoever.  I  think  it  would  be  our  position 
that  it  is  important  to  preserve  the  cost  savings  that  was  the  intent 
of  this  program  that  were  needed  and  necessary.  You  know,  it  is 
very  important  to  preserve  that  and  to  not  just  have  it  you,  now 
dissipated  through  the  economy,  but  to  actually  get  those  savings 
for  Medicaid.  So  yes,  we  would  have  no  problem. 

Mr.  Wyden.  I  appreciate  that  and  I  know  that  historically,  if  you 
included  people  like  Mr.  McCulloch,  that  might  be  a  concern  for 
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some  of  the  other  programs,  Kaiser  and  others,  so  I  asked  it  be- 
cause I  want  to  see  if  it  can  be  a  unifying  concept  because  more 
than  anything,  you  all  are  in  the  front  lines.  You  have  got  to  run 
programs,  you  have  got  to  serve  people;  and  if  the  pillow  fluffs  up 
over  here,  they  are  going  to  fluff  it  up  over  there. 

I  want  us  to  see  if  we  can  walk  out  of  here  in  a  way  that  the 
drug  companies  cannot  do  this  divide  and  conquer  routine  again 
and,  you  know,  if  Mr.  McCulloch  gets  a  good  deal  and  Kaiser  has  to 
fight  them,  and  Mr.  Niedermeyer  has  to  fight  them.  They  have 
been  extraordinarily  good  at  doing  what  they  have  done  to  create 
these  large  profits  in  the  past. 

Certainly,  the  very  mention  of  government  involvement  is 
enough  to  frighten  people;  and  if  it  is  complicated  and  you  talk 
about  freezing  prices  in  October  of  1990  and  you  cannot  get  them 
frozen  for  everybody,  they  are  going  to  go  out  and  try  to  scare  the 
living  daylights  out  of  people.  To  give  you  an  idea  of  just  how  much 
gall  these  people  have,  in  October  of  1991,  Congress  was  working 
on  it.  They  were  already  putting  out  the  word  to  hospitals  in  this 
area  that  if  Medicaid  gets  a  fair  shake,  we  are  going  to  have  to 
raise  your  prices  through  the  moon.  That  was  before  the  ink  was 
even  dry  on  the  law  they  were  going  out  and  trying  to  divide  you 
all  against  each  other  and  from  some  of  the  other  programs. 

So  I  think  the  comments  you  have  made  are  unifying  in  the 
sense  that  they  help  us  build  a  new  strategy.  I  am  going  to  work 
with  you  on  the  details  of  making  this  administratively  do-able,  as 
well. 

One  question  for  you,  Mr.  Niedermeyer.  I  have  got  to  tell  you 
that  in  addition  to  finding  your  comments  very  helpful,  I  am  wor- 
ried about  how  that  small  pharmacist  is  even  going  to  exist  as  we 
go  through  the  nineties  and  into  the  next  century.  I  think  all 
Americans  and  lots  of  folks  out  here  a  lot  older  than  I  am  remem- 
ber the  value  of  being  able  to  have  that  kind  of  relationship  with  a 
pharmacist  and  that  kind  of  service. 

Do  you  have  any  thoughts  as  we  go  to  the  next  effort  of  trying  to 
deal  with  the  drug  companies  and  national  health  care  generally, 
how  we  can  try  to  have  a  strategy  that  is  going  to  keep  that  small 
neighborhood  pharmacist  out  there  doing  what  they  have  done  so 
well  for  so  long? 

Mr.  Niedermeyer.  The  small  neighborhood  pharmacy  will 
always  survive  unless  he  gets  priced  completely  out  of  the  market 
by  the  manufacturers.  As  long  as  he  can  sell  to  the  public  at  a  fair 
price,  he  will  survive;  but  it  is  going  to  take  the  fair  price  and  not 
dump  onto  the  local  pharmacists  the  price  increases  way  above 
what  everybody  is  getting. 

Mr.  Wyden.  So  the  local  pharmacists,  if  they  get  the  kind  of  fair 
price  that  you  get  if  you  are  a  big  buyer,  you  can  do  it  and  you  can 
make  it,  even  if  those  other  big  chains  are  selling  you  everything 
from  basketballs  to  sports  tickets  and  everything  else. 

That  is  one  of  the  other  concerns  that  I  have  got  and  why  I  feel 
so  strongly  about  getting  a  fair  price  and  making  the  small  phar- 
macy part  of  this  cost  containment  strategy.  Anj^way  you  slice  it, 
you  go  into  a  small  pharmacy  and  there  is  a  lot  smaller  array  of 
services  than  if  you  go  to  one  of  these  places  that  is  about  the  size 
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of  the  Portland  Coliseum.  Half  of  them  you  almost  need  to  take  an 
overnight  case  to  go  through  them. 

But  your  feeling  is  that  if  the  drug  price  that  is  established  as 
part  of  a  cost  containment  strategy  is  one  where  the  small  person 
is  comparatively  priced  like  the  large  ones,  they  can  stay  out  there, 
they  can  make  it  even  though  one  of  the  big  chains  is  offering  200 
different  products  and  exotic  services  to  try  to  draw  people  in  the 
doors. 

Mr.  NiEDERMEYER.  As  long  as  we  can  get  the  same  price.  That  is 
all  we  ask  is  that  we  are  allowed  to  compete  on  a  level  playing 
field  without  it  being  tipped  completely  to  one  side. 

Voice.  Excuse  me  for  interrupting,  but  the  small  pharmacies  do 
not  have  the  buying  power  of  a  large  chain  store  or  a  large  oper- 
ation. I  do  not  know  what  the  answer  to  your  question  is.  I  did  not 
mean  to  interrupt,  because  we  are  just  here  to  listen. 

Mr.  Wyden.  Before  a  riot  breaks  out  and  we  all  start  pounding 
on  each  other,  the  reason  I  am  asking  the  question  is  that  I  want 
to  devise  a  cost  containment  strategy  that  will,  in  effect,  allow  all 
purchasers  to  be  part  of  this  best  price,  fair  price  kind  of  strategy. 

I  will  tell  you:  I,  personally,  think  we  are  going  to  face  some 
other  challenges  given  the  fact  that  the  small  pharmacy  still  sells  a 
lot  fewer  services  than  some  of  these  other  stores  have,  and  some 
of  them  are  running  loss  leaders  basically  to,  you  know,  just  get 
people  in  the  doors.  But  we  are  going  to  try  to  do  our  share,  which 
is  to  get  you  a  central  role  in  this  process  of  getting  a  fair  and  rea- 
sonable price  like  the  big  boys  do  with  volume  purchases. 

I  appreciate  your  comments  and  we  want  to  see  you  out  there  in 
the  next  century.  I  do  not  want  to  see  you  here  with  Congresswom- 
an  Unsoeld.  I  will  not  be  there,  but  Congresswoman  Unsoeld  will 
be.  I  do  not  want  to  see  a  hearing  in  the  next  century  where  there 
is  only  the  three  of  you  representing  the  larger  concerns  and  Mr. 
Niedermeyer's  group  and  the  smaller  pharmacies  do  not  exist. 

Mrs.  Unsoeld.  Dr.  Young? 

Mr.  Young.  I  would  make  a  comment,  if  I  may;  and  that  is  the 
concern  that  I  have  that  we  not  just  focus  on  price,  but  we  also 
look  at  the  quality  of  services,  and  perhaps  pharmacists  should  be 
reimbursed  for  the  cognitive  knowledge,  not  the  product.  But  if 
they  prevent  an  adverse  effect  or  they  can  prevent  a  drug  interac- 
tion by  not  dispensing  a  medication,  I  think  that  would  also  be  cost 
effective,  and  I  would  like  to  see  some  type  of  thought  given  to  that 
process,  as  well. 

Mrs.  Unsoeld.  That  is  a  very  good  point. 

Mr.  Wyden.  Jolene,  can  I  pick  up  real  quickly  on  that? 

Mrs.  Unsoeld.  Yes. 

Mr.  Wyden.  There  is  another  provision  of  the  '90  bill  which  has 
been  ignored  that  impacts  on  that  specific  point,  because  I  very 
much  share  your  view  that  this  kind  of  drug  utilization  review  and 
the  opportunity  to  work  with  people  that,  by  the  way,  is  one  very 
attractive  thing  that  the  small  pharmacies  do,  which  is  to  spend 
time  with  people,  and  they  know  what  drugs  they  are  taking.  We 
are  going  to  sit  on  the  government  to  make  sure  that  that  study  is 
done  and  we  get  some  information  about  how  to  build  those  serv- 
ices in. 
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Mrs.  Unsoeld.  I  would  like  to  speak  to  the  ability  of  the  small 
pharmacies  to  thrive.  There  has  been  a  change,  though.  When  I 
was  in  high  school  here  and  used  to  stop  in  at  the  high  school  phar- 
macy across  the  street  after  school,  I  do  not  believe  you  have  those 
soda  fountains  any  longer. 

Mr.  NiEDERMEYER.  The  Bay  Street  store  still  has  a  soda  fountain. 

Mrs.  Unsoeld.  It  still  does?  Okay.  But  the  high  school  is  no 
longer  there. 

I  wanted  to  ask  you,  Mr.  Niedermeyer,  though,  do  your  custom- 
ers shop  around  for  generic  drugs?  Because  I  was  impressed  with 
your  comparison  of  the  difference  in  price. 

Mr.  Niedermeyer.  In  shop  around? 

Mrs.  Unsoeld.  I  ask  you  whether  they  are  getting  the  generic 
prescription  or  request  it? 

Mr.  Niedermeyer.  Yes.  We  also  tell  them  that  they  are  getting 
the  generic.  We  can  tell  them  the  price  difference.  Our  computers 
flash  up  on  the  screen  $75  for  this  one  and  $13  for  the  generic,  and 
we  will  say  would  you  like  to  save  $65.  But  this  also  takes  the  coop- 
eration of  the  physician.  In  the  State  of  Washington,  he  must  sign 
on  the  left-hand  side  of  the  prescription  blank. 

Mrs.  Unsoeld.  You  all  hear  that? 

Mr.  Niedermeyer.  That  is  not  known  very  much.  If  you  look  at 
the  prescription  blank,  the  way  it  is  set  up  in  the  State  of  Washing- 
ton, the  right-hand  side  says  dispense  as  written.  The  left-hand  side 
says  may  be  substituted. 

Mrs.  Unsoeld.  That  is  a  very  good  point.  I  appreciate  your 
making  it.  Thank  all  of  you  from  this  panel.  I  have  certainly 
learned  a  lot. 

Our  third  panel,  if  they  would  come  up  while  these  gentlemen 
are  leaving. 

Okay,  we  will  begin  our  third  panel.  First  will  be  Lisa  Hunt- 
singer  from  Portland,  Pharmacy  Program  Manager,  Office  of  Medi- 
cal Assistance  Programs,  State  of  Oregon.  This  is  the  State  view 
then. 

Ms.  HuNTSiNGER.  Correct. 
Mrs.  Unsoeld.  All  right. 

STATEMENT  OF  LISA  HUNTSINGER,  R.PH.,  PHARMACY  PROGRAM 
MANAGER,  OFFICE  OF  MEDICAL  ASSISTANCE  PROGRAMS, 
STATE  OF  OREGON 

Ms.  HuNTSiNGER.  Congressional  Representatives  Wyden  and  Un- 
soeld, thank  you  for  this  opportunity  to  provide  testimony  in  rela- 
tion to  Oregon  Medicaid.  As  you  so  stated,  my  name  is  Lisa  Hunt- 
singer.  I  work  for  the  Office  of  Medical  Assistance  Programs.  We 
currently  provide  services  for  approximately  180,000  clients  in  our 
State. 

In  our  experience,  the  per  capita  cost  of  the  Medicaid  pharmacy 
program  in  Oregon  increased  55  percent,  or  an  average  of  14  per- 
cent per  year,  from  1987  to  1991.  This  is  shown  in  attachment  A 
with  my  testimony.  Meanwhile,  the  average  monthly  cost  per  user 
during  that  period  rose  from  $44  to  $63  or  an  increase  of  11  percent 
per  year.  As  medical  care  costs  become  more  efficient,  it  is  predict- 
ed that  we  will  continue  to  spend  a  larger  percentage  of  health 
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care  money  on  medications  and  a  smaller  percentage  on  hospital- 
izations, surgery,  and  emergency  room  visits. 

When  medication  can  be  used,  it  is  often  the  least  expensive  com- 
ponent of  those  mentioned  above.  Therefore,  part  of  the  increase  in 
drug  costs  may  be  due  to  a  changing  health  care  delivery  system. 
The  increase  in  cost  per  user  between  1990  and  1991  was  approxi- 
mately 10  percent,  while  other  areas  of  health  care  increased  only 
4  to  5  percent  during  that  time.  We  believe  a  large  part  of  this  was 
due  to  manufacturers'  prices. 

Attempts  to  reduce  costs  frequently  in  the  past  have  targeted 
pharmaceuticals.  While  cost  savings  in  this  area  are  desirable  and 
possible,  historically,  most  of  the  cost-cutting  measures  available  to 
Medicaid  programs  like  ours  have  targeted  local  distributors,  i.e., 
the  pharmacists  rather  than  the  manufacturers.  The  introduction 
of  the  Omnibus  Reconciliation  Act  of  1990,  or  OBRA  '90,  has 
changed  this  and  now  allows  States  to  receive  benefits  which  have 
been  available  to  other  major  purchasers  for  years  past,  as  we  have 
heard  from  previous  testimony. 

Additional  savings  should  now  also  be  realized  by  the  State  at 
the  local  level  by  the  use  of  programs  which  look  at  the  quality  of 
medication  usage,  such  as  drug  use  review  programs.  Due  to  the 
discounts  required  under  OBRA  '90,  Oregon  Medicaid  estimated 
the  receipt  of  $8.2  million  for  the  biennium  from  manufacturers,  3 
million  of  which  would  be  kept  in  the  State  of  Oregon's  general 
fund.  The  remaining  5  million  is  scheduled  to  offset  Federal  fund 
shares. 

O.B.R.A.  '90  mandates  for  manufacturer  pricing  for  Medicaid 
programs  that  price  which  did  not  exceed  the  company's  best  price 
offer  to  others.  In  response,  some  manufacturers  have  eliminated 
best  price  offers.  This  increased  the  cost  to  HMOs,  hospitals,  and 
others  who  originally  benefitted  from  that  practice. 

Second,  they  elevated  the  frequency  of  price  increases;  i.e.,  a 
company  that  would  normally  increase  its  prices  8  percent  one 
time  a  year  would  now  increase  its  prices  2  percent  four  times  a 
year. 

We  have  also  seen  a  shift  into  the  private  pay  arena.  All  of  these 
practices  are  intended,  of  course,  to  increase  or  maintain  the  man- 
ufacturer's cash  flow.  The  objective  of  legislation  should  be  to  save 
total  health  care  dollars  and  not  cause  shifts  or  increase  costs  over- 
all, and  future  legislation  will  need  to  address  the  long-term  im- 
pacts of  OBRA  '90,  and  we  applaud  your  efforts  here  today. 

Finally,  State  Medicaid  programs  need  clarification  of  the  dis- 
pute resolution  process  called  for  under  OBRA  '90.  Starting  with 
the  definition  of  the  terms  ''for  a  dispute"  and  going  all  the  way 
through  ''allowable  procedures,"  we  need  specific  information  from 
the  Health  Care  Finance  Administration  to  implement  this  process, 
or  we  need  the  flexibility  to  proceed  reasonably  without  fear  of 
penalties. 

In  summary.  Medicaid  costs  have  increased  significantly  as  a 
result  of  increases  in  drug  costs  far  in  excess  of  other  health  care. 
When  faced  with  OBRA  '90,  some  drug  manufacturers  have  at- 
tempted to  circumvent  the  intent  of  legislation  by  eliminating  dis- 
count pricing  practices.  Congress  needs  to  take  a  pro-active  stand 
on  exerted,  need  pressures  on  pharmaceutical  manufacturers  to 
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price  their  products  reasonably  and  in  such  a  way  as  not  to  cost 
shift  to  other  areas. 
Thank  you. 

Mrs.  Unsoeld.  Thank  you.  Steven  Peterson,  Chief,  Office  of 
Analysis  and  Medical  Review,  Medical  Assistance  Administration, 
from  our  State  of  Washington. 

STATEMENT  OF  STEVEN  J.  PETERSON,  CHIEF,  OFFICE  OF  ANALY- 
SIS AND  MEDICAL  REVIEW,  MEDICAL  ASSISTANCE  ADMINIS- 
TRATION, OLYMPIA,  WASHINGTON 

Mr.  Peterson.  Thank  you,  after  that  long  title.  Good  morning. 
My  name  is  Steve  Peterson  and  I  do  represent  the  Medicaid  pro- 
gram in  the  State  of  Washington.  I  think  it  is  always  fun  to  go  last 
out  of  10  people  because  usually,  by  the  time  you  are  up,  everybody 
has  said  what  you  have  to  say,  but  I  will  try  to  pick  through  this. 

Mr.  Wyden.  It  is  like  that  old  saying:  Everything  has  been  said, 
but  not  everyone  could  say  it. 

Mr.  Peterson.  Right.  The  Washington  State  Medicaid  Program 
purchased  last  year  430,000  prescriptions  each  month  for  the 
140,000  average  number  of  recipients  that  received  prescriptions  in 
the  State.  Twenty-five  percent  of  those  recipients  were  also  eligible 
for  Medicare,  but  Medicare  does  not  cover  prescription  drugs;  and 
in  order  to  get  them,  they  had  to  be  dually  eligible  for  Medicare 
and  Medicaid. 

In  1986,  the  Washington  Medicaid  Program  paid  out  $36  million 
for  prescription  drugs,  which  was  5.6  percent  of  the  budget  for  the 
entire  Medicaid  program.  Just  5  years  later  in  fiscal  year  1991,  we 
paid  nearly  three  times  that  much,  $96  million  for  prescription 
drugs,  and  that  increased  a  full  percentage  point  to  6.5  percent  of 
the  Medicaid  budget. 

During  this  5-year  span,  our  eligible  caseload  increased  by  38 
percent.  The  number  of  prescriptions  that  we  paid  for  increased  by 
70  percent,  and  the  average  cost  of  those  prescriptions  increased  by 
55  percent,  which  is  more  than  10  percent  per  year.  Oregon,  I 
think,  had  experienced  something  like  14  percent  per  year. 

This  10  percent  per  year  is  interesting  because  about  25  percent 
of  our  expenditures  are  for  the  dispensing  fee,  the  cost  of  dispens- 
ing those  drugs,  and  those  increases  have  only  been  2  to  3  percent 
per  year.  So  the  cost  of  the  drug  ingredients,  themselves,  has  been 
significantly  higher  than  10  percent. 

With  the  passage  of  OBRA  '90,  the  State  Medicaid  agencies  are 
developing  drug  utilization  review  programs  for  both  prospectively 
looking  at  drug  prescriptions  and  retrospectively  looking  at  drug 
prescriptions  for  the  purpose  of  formulating  educational  interven- 
tions with  the  prescribing  community,  the  physicians,  and  the  dis- 
pensing community  pharmacists.  These  programs  will  serve  not 
only  a  model  for  the  Medicaid  program,  but  will  also  serve  as  a 
model  for  the  general  public.  They  do  not  apply  just  to  Medicaid 
recipients,  and  they  should  provide  a  more  positive  and  appropriate 
therapeutic  outcome  for  the  patient. 

Some  of  the  positive  impacts  of  OBRA  1990  are  the  reinforce- 
ment of  activities  performed  in  the  pharmacies  like  screening  the 
patient  profiles  for  the  drugs  that  they  have  taken;  counseling  the 
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patients  on  the  medications  they  are  being  prescribed,  their  poten- 
tial effects,  and  the  necessary  precautions  they  must  take.  There  is 
also  a  greater  level  of  interaction  between  the  prescriber  and  the 
dispenser. 

Current  Washington  State  law  covers  most  of  these  issues,  but 
we  are  concerned  that  with  any  added  practices  on  the  part  of  the 
pharmacists,  we  may  have  to  pay  additional  costs  for  added  admin- 
istrative practices. 

Second  is  the  positive  impact  of  developing  the  prospective  and 
retrospective  educational  interventions  that  will  hopefully  positive- 
ly affect  prescribing  habits. 

Third  is  the  collection  of  drug  rebates,  which  has  been  men- 
tioned, we  hope  will  end  up  lowering  Medicaid  expenditures  and 
not  affect  the  pharmacists. 

Two  negative  aspects  of  OBRA  '90,  however,  should  be  men- 
tioned. One  is  the  elimination  of  MAC  pricing,  which  is  the  maxi- 
mum allowable  cost.  The  effect  of  that  is  that  the  State  Medicaid 
programs  cannot  lower  the  maximum  allowable  costs.  We  can  only 
increase  them. 

Mr.  Wyden.  Can  I  just  interrupt  you  on  that  one  point? 

Mr.  Peterson.  Yes. 

Mr.  Wyden.  That  was  not  done  in  the  legislation.  That  was  done 
by  the  Health  Care  Financing  Administration. 
Mr.  Peterson.  Right. 

Mr.  Wyden.  I  want  to  make  sure  that  we  are  clear  on  that. 

Mr.  Peterson.  Correct.  That  has  caused  some  severe  problems  in 
our  payments  to  the  pharmacies. 

The  second  negative  aspect  is  the  potential  for  increasing  costs 
due  to  record  keeping  and  additional  data  collection  and  analysis 
and  again,  the  educational  interventions  that  take  place  with  the 
pharmacies  and  the  physicians. 

The  Washington  State  Medicaid  Program,  with  the  OBRA  legis- 
lation in  mind,  will  be  continuing  some  cost  containment  efforts  by 
determining  what  scope  of  prescription  coverage  we  will  be  cover- 
ing, determining  selected,  particularly  high  cost  drugs  which  we 
would  require  prior  authorization,  and  providing  for  limits  on 
quantities  of  drugs  dispenses. 

Second,  we  will  continue  some  surveillance  efforts  that  we  have 
with  regard  to  identifying  abuse  and  fraud  and  drug  diversions. 

Third,  we  will  continue  to  enroll  as  much  as  possible  our  Medic- 
aid recipients  into  managed  health  care  systems  throughout  the 
State  who  have  their  own  drug  utilization  review  programs  and 
can  contain  the  costs  of  drugs  in  their  program. 

Thank  you. 

Mrs.  Unsoeld.  Thank  you.  Ron,  go  ahead. 

Mr.  Wyden.  Jolene,  thank  you,  and  thank  you  both  for  your  very 
helpful  testimony.  This  is  obviously  a  complicated  issue  and  virtu- 
ally everything  about  health  care  is  difficult  to  put  into  English  in 
terms  of  just  trying  to  describe  what  is  going  on.  Let  me  see  if  I 
can  just  ask  a  couple  of  questions  so  that  people  can  understand 
the  status  of  the  Medicaid  program  on  drugs. 

I  will  begin  with  you,  if  I  could,  Ms.  Huntsinger.  Medical  costs 
obviously  are  gobbling  up  everything  in  sight.  There  are  no  costs 
that  are  going  up  like  medical  bills,  and  the  situation  with  respect 
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to  drugs  in  Oregon  is  that  drug  prices  are  still  going  way,  way  up. 
But  as  a  result  of  the  law  in  1990,  according  to  this  point  number 
three,  Oregon  is  going  to  get  $8.2  million  in  rebates  from  the  drug 
companies  as  a  result  of  the  law.  So  that  will  be  money  that  the 
State  will  generate  in  savings. 

Ms.  HuNTSiNGER.  Actually,  3  million  of  which  will  be  put  in  the 
State's  general  fund.  The  remaining  five  offsets  what  we  normally 
would  have  requested  from  Federal  fund  matched  dollars. 

Mr.  Wyden.  Okay. 

Ms.  HuNTSiNGER.  That  is  our  estimate. 

Mr.  Wyden.  Overall  the  total  amount,  given  the  1990  law,  is  $8 
million  less  than  you  would  have  paid. 

Ms.  HUNTSINGER.  We  estimated  bringing  in  $8.2  million  in  rebate 
money. 

Mr.  Wyden.  Okay. 

Ms.  HUNTSINGER.  Correct. 

Mr.  Wyden.  Okay. 

Ms.  Huntsinger.  It  is  interesting  to  note,  however,  that  it  is 
based  on  a  rebate  which  means  that  we  are  still  paying  higher 
prices,  though.  So  how  much  of  the  prices  have  been  increased  to 
offset  that  original  $8.2  million? 

Mr.  Wyden.  There  is  no  question  that  that  is  going  on.  I  just 
want  to  see  if  we  can  put  it  in  English,  and  I  am  glad  you  clarified 
that  relates  to  both  the  State  and  the  Federal  share,  so  we  have  got 
it  nailed  down  that  at  least  there  is  $8.2  million  coming  back  as  a 
result  of  the  law. 

Ms.  Huntsinger.  Correct. 

Mr.  Wyden.  Second  point  that  I  want  to  ask  you  about  is  that 
prior  to  the  law,  we  saw  a  lot  of  individual  drugs,  and  we  used  a 
number  of  them  in  the  debate,  and  it  is  still  going  to  go  on  where 
Medicaid  would  pay  something  like  50  percent  more  than  would  a 
private  purchaser.  What  is  your  experience  with  respect  to  some  of 
the  individual  drugs  now? 

Ms.  Huntsinger.  I  think  that  we  are  seeing  more  of  a  leveling  of 
the  playing  field  out  there,  and  we  have  heard  testimony  to  that. 
We  are  generally  seeing  that.  We  are  still  seeing  dramatic  in- 
creases. We  get  reports  on  the  number  of  manufacturers  that  in- 
crease their  prices  greater  than  20  percent  per  year,  and  the  stacks 
are  huge.  So  we  are  still  seeing  a  lot  of  individual  drug  price  in- 
creases. 

Mr.  Wyden.  That  is  not  even  a  debatable  proposition.  I  mean, 
they  are  shooting  everything  through  the  moon  for  everybody. 
What  we  are  trying  to  do  is  get  a  cost  containment  strategy  that 
eventually  can  give  us  leverage  against  them. 

Do  you  have  any  reaction  to  this  idea  that  I  have  been  talking 
about  today  where  you,  essentially,  got  this  additional  bargaining 
power  as  a  result  of  Congress  saying  Medicaid  could  get  the  best 
price.  Now,  I  would  suggest  that  we  try  to  put  everybody  together 
in  a  larger  pool  so  that  there  might  be  an  opportunity  for  more  sig- 
nificant and  real  discounts  so  again  you  have  more  of  the  leveling. 
What  is  your  reaction  to  that? 

Ms.  Huntsinger.  I  applaud  your  efforts.  Congressman  Wyden. 
Definitely,  I  think  that  it  is  not  fair  to  shift  costs  into  other  areas.  I 
think  that  we  need  a  level  playing  field. 
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Mr.  Wyden.  Last  question  for  you,  Ms.  Huntsinger.  With  respect 
to  the  drug  utilization  review  program,  which  I  have  always  felt 
has  got  an  awful  lot  of  potential  and  is  an  important  of  the  bill  and 
does  not  get  a  lot  of  attention.  It  is  not  one  of  the  big  sexy  things 
like  costs  and  the  like.  How  have  the  physicians  and  the  pharma- 
cists in  Oregon  been  responding  to  the  efforts  that  you  all  have 
made  to  get  this  underway,  and  how  do  you  see  that  part  of  the 
bill,  that  provision  in  the  bill,  being  helpful  to  you? 

Ms.  Huntsinger.  I  think  it  is  a  very  helpful  provision  in  the  bill 
and  very  pro-active  and  very  insightful.  We  have  had  a  retrospec- 
tive program  in  Oregon  since  1989,  and  it  was  extremely  well  re- 
ceived. I  remember  when  we  sent  out  the  first  letters  to  physicians 
and  pharmacists  identifying  potential  problems  in  medication  ther- 
apy, and  we  basically  put  on  our  seatbelts  and  waited  for  a  reac- 
tion, and  the  reaction  was  overwhelmingly  positive.  We  have  a  98 
percent  positive  response  rate. 

Recently  in  the  State  of  Oregon,  we  have  initiated  efforts  to  start 
the  implementation  of  an  on-line,  an  automated  prospective  DUR 
program,  where  a  screening  would  take  place  at  the  point  of  sale. 
When  a  person  goes  in  to  pick  up  their  prescription,  it  will  be 
screened  for  potential  drug  interactions,  or  overdosages,  or  any- 
thing that  might  potentially  harm  the  patient.  We  have  had  to 
delay  our  efforts  and  work  more  closely  with  our  provider  groups 
to  help  allay  some  concerns  that  have  arisen  in  that  area. 

Mr.  Wyden.  Ms.  Huntsinger,  is  it  not  especially  important  that 
Oregon  go  after  these  kinds  of  cost  containment  strategies  right 
now  as  we  try  to  find  the  additional  dollars  to  run  the  basic  Oregon 
health  plan  when  we  get  that  labor? 

Ms.  Huntsinger.  Definitely. 

Mr.  Wyden.  I  think  that  particularly  since  the  legislature  came 
up  with  the  additional  $33  million  for  the  first  year  and  hopefully 
to  be  close  to  doubled  by  the  Federal  Government,  we  have  got  an 
opportunity  to  keep  squeezing  down  to  try  to  find  additional  sav- 
ings. That  is  why  I  was  glad  to  hear  about  the  numbers  you  report- 
ed. 

Just  from  the  standpoint  of  the  State  of  Washington,  our  neigh- 
bor, I  do  not  want  to  kind  of  put  you  through  the  same  water  tor- 
ture and  the  same  questions.  Do  you  have  any  real  differences  in 
your  experiences  from  Ms.  Huntsinger  in  terms  of  how  all  of  this  is 
unfolding  for  you? 

Mr.  Peterson.  No,  I  do  not  think  so.  On  the  drug  utilization 
review  program,  we  have  had  a  particularly  positive  response,  I 
think,  from  the  physicians  and  the  pharmacy  community.  What  we 
call  the  DUE  Council,  Drug  Utilization  Education  Council,  has 
been  established  for  several  months  now.  We  have  met  with  them, 
I  believe,  two  or  three  times,  and  that  group  works  very,  very  well 
together.  There  are  three  physicians,  three  pharmacists,  and  a 
nurse  practitioner  on  there,  and  they  have  really  charged  ahead 
with  interest  on  this. 

Mr.  Wyden.  Well,  I  am  encouraged  to  hear  that  you  had  essen- 
tially the  same  kinds  of  experiences  and  starting  to  see  some  of  the 
leveling  off  and  some  of  the  savings. 

I  have  to  tell  you  what  really  has  kept  me  on  this  for  so  long — 
and  Senator  Pryor  and  I  have  talked  about  it  a  number  of  times — 
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is  you  just  think  of  how  many  poor  people  in  this  country  could 
have  gotten  access  to  decent  quality  health  care  if  we  could  have 
had  all  that  money  that  the  drug  companies  had  gauged  the  Medic- 
aid program  on  drugs  alone.  I  mean,  literally  millions  of  poor 
people  in  this  country  could  have  been  served  with  just  the  exces- 
sive money  that  has  been  pulled  out  of  the  Medicaid  program  for 
drugs  alone. 

So  we  are  going  to  keep  after  it.  Obviously,  there  is  an  awful  lot 
of  work  to  do.  But  you  have  given  us  really  helpful  testimony  and 
we  will  be  continuing  to  thrash  through  the  details  of  the  next  ef- 
forts with  you.  Jolene,  thank  you. 

Mrs.  Unsoeld.  Mr.  Peterson,  on  the  ski  slope,  your  position  is 
skiing  sweep,  and  I  have  got  one  last  question,  too.  So  I  guess  I  will 
give  it  to  you. 

When  applications  are  delayed  a  long  time,  there  has  been — it  is 
called  the  Drug  Price  Competition  and  Patent  Term  Restoration 
Act  of  1984,  allows  an  extension  for  an  additional  5  years  on  the 
patent  so  that  before  it  is  open  for  more  generic.  Do  you  think  that 
should  be  repealed  as  a  means  of  helping  to  bring  down  the  costs, 
or  do  you  have  an  opinion? 

Mr.  Peterson.  I  really  do  not  know.  I  was  not  aware  of  that. 

Mrs.  Unsoeld.  Maybe  you  can  start  talking  about  it  among  your 
colleagues  because  it  gives  them  an  extra  5  years. 

Mr.  Peterson.  Yes.  There  is  a  substantial  drop  in  pricing  on  the 
prescriptions  following  that. 

Mrs.  Unsoeld.  And  it  may  be  that  it  has  outlived  its  usefulness 
and  the  opening  it  up  for  competition  ought  to  come  sooner. 

Well,  I  do  want  to  thank  you  all,  too.  I  will  say  to  our  audience 
one  of  the  fun  things  about  working  with  Congressman  Wyden — 
and  he  has  been  an  expert  in  this  area  for  quite  some  time.  It  is  an 
area  that  is  relatively  new  to  me.  But  what  is  fun  is  to  watch  this 
Member  in  action  and  know  that  there  will  be  results  that  will 
follow  our  having  spent  this  time  together. 

I  would  add  for  those  of  you  who  might  have  additional  com- 
ments that  you  would  like  to  have  included  in  the  record,  that  my 
office  here  in  town  is  at  601  Main  Street,  Number  505,  and  the  zip 
for  Vancouver  for  that  office  is  98660.  You  can  either  drop  your 
testimony  by  or  mail  it  in,  and  we  will  include  it  in  the  record.  I 
will  share  it  with  Congressman  Wyden.  We  will  put  it  in  the  record 
so  that  the  entire  committee  is  able  to  benefit  from  it. 

I  now  adjourn  this  hearing  by  the  Subcommittee  on  Housing  and 
Consumer  Interests  of  the  Select  Committee  on  Aging. 

[Whereupon,  at  12:45  p.m.,  the  hearing  was  adjourned.] 
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January  22,  1992 


The  Honorable  Jolene  Unsoeld 
601  Main  St.     Suite  505 
Vancouver,  WA.  98660 


Dear  Congresswoman  Unsoeld, 

Enclosed  is  our  written  testimony  on  the  issue  of  prescription 
medications.  I  would  appreciate  it  if  this  would  be  included  as  part  of  the 
record  of  the  hearing  held  by  you  and  Congressman  Ron  Wyden  Thursday,  January 
16,  1992. 

We  are  concerned  about  the  impact  of  rising  pharmaceutical  prices  on  the 
consumers.  Especially  those  organ  transplant  recipients  that  must  remain  on 
lifetime  immunosuppressive  protocols.  We  hope  that  you  will  work  with  us  this 
coming  year  as  we  attempt  to  enact  legislation  to  assist  these  patients. 

I  thank  you  for  your  concern  on  this  issue  and  I  look  forward  to  working 
with  you  and  your  staff. 

With  best  wishes.  > 


Presidetit 

Oregon  Transplant  Project 


cc:  The  Honorable  Ron  Wyden 

The  Honorable  Edward  Roybal 

Jennifer  Johnson,  Staff,  Select  Committee  on  Aging 


P.O.  BOX  5357  •  ALOHA  •  OREGON  •  97006 
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TESTIMONY 

"PRESCRIPTION  I»UGS:  IS  THERE  A  CORE  FOR  THE  COSTS" 

A  HEARING  OF  THE 
SUBCOMMITTEE  ON  HOUSING  AND  CONSUMER  INTERESTS 
SELECT  COMMITTEE  ON  AGING,  U.S.  HOUSE  OF  REPRESENTATIVES 
JANUARY  16,  1992 

SUBMITTED  BY 
CRAIG  J.  IRWIN 
IRWIN/FISKE  GROUP  OF  TRANSPLANT  SERVICES 
PRESIDENT,  OREGON  TRANSPLANT  PROJECT 


The  decade  of  the  80 's  saw  a  dramatic  increase  in  the  number  of  organ 
transplant  procedures.  The  single  greatest  driving  force  behind  this  phenomena 
was  the  improvement  in  immunosuppressive  drugs  available  to  battle  rejection  in 
newly  engrafted  organs.  The  current  standard  immunosuppressive  protocol 
consists  of  the  drugs  cyclosporine  (Sandimmune),  azathioprine  (Imuran),  and 
prednisone,  as  well  as  other  medications.  Today,  as  many  as  70%  of  most  organ 
transplant  recipients  can  expect  to  survive  on  a  long  term  basis  thanks  to 
these  immunosuppressive  "cocktails." 

However,  not  only  are  these  drugs  extremely  effective,  they  are  also 
tremendously  expensive.  According  to  a  recent  report  prepared  by  the  Office  of 
Technology  Assessment,  the  1991  average  wholesale  price  (AWF)  for  Sandimmune 
was  $214.20  for  one  50-mg  oral  solution  of  100  mg/ml.  The  AW?  for  100  50- 
mg  tablets  of  Imuran  was  $87.25. 

As  part  of  the  Irwin/Fiske  Group  of  Transplant  Services,  we  contract  with 
an  Oregon  pharmacy  to  provide  these  immunosuppressive  medications  to  transplant 
recipients.  During  the  month  of  December  we  sent  prescriptions  to  20  patients. 
The  cost  of  the  patients'  protocols  ranged  from  a  low  of  $242  to  a  high  of 
$3012  for  a  30-day  supply.  The  mean  monthly  cost  for  all  patients  was  $660  and 
the  average  was  $832.  This  situation  has  important  implications  both  from  the 
patients'  perspective  and  also  from  the  standpoint  of  public  policy. 

Coverage  for  Immunosuppressive  medications  is  usually  available  under  both 
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group  and  individual  private  health  insurance  plans.  Most  insurance  policies 
with  prescription  coverage  will  cover  80%  of  the  cost  for  drugs.  This  still 
leaves  the  transplant  recipient  with  a  substantial  financial  obligation. 
Medicare  will  cover  the  cost  for  immunosuppressive  medications  only  for  the 
first  year  post-transplant.  Finally,  nearly  all  state  Medicaid  programs 
provide  coverage  for  these  drugs. 

Many  patients  are  at  risk  for  rejecting  their  new  graft  because  of  the 
financial  problems  related  to  the  high  cost  of  these  prescription  protocols. 
The  high  cost  of  these  prescriptions  often  leads  to  noncompliance. 
Non-compliance  is  the  leading  cause  of  rejection  in  patients  one  year  post 
transplant  and  beyond.  A  survey  by  the  American  Society  of  Transplant  Surgeons 
identified  143  kidney  transplant  recipients  over  the  span  of  one  year  who 
rejected  their  organs  because  they  could  not  afford  the  immunosuppressive 
drugs.  The  O.T.A.  report  estimated  that  as  many  as  3600  patients  who  had 
Medicare  funded  transplants  are  at  high  risk  because  of  lack  of  Insurance 
beyond  Medicare. 

Patients  who  reject  their  organs  either  receive  a  new  transplant  or  die. 
Kidney  transplant  recipients  also  have  the  chance  to  return  to  dialysis.  We 
have  included  as  part  of  our  testimony  a  statement  by  Ms.  Julie  Melendez.  Ms. 
Melendrez  is  an  18  year  old  heart  transplant  recipient  and  her  statement 
expresses  the  concerns  of  many  transplant  patients. 

From  a  public  policy  perspective,  the  failure  to  provide  adequate 
resources  for  Immunosuppressive  medications  Is  resulting  in  wasted  expenditures 
in  other  areas.  The  A.S.T.S.  estimated  that  the  drug  costs  for  the  143 
patients  who  rejected  their  grafts  would  have  been  about  $500,000.  The  costs 
under  Medicare  to  place  these  patients  back  on  dialysis  or  retransplant  them 
was  estimated  at  $3.5  million.  The  O.T.A.  report  concluded  that  eliminating 
the  one  year  limit  on  coverage  for  immunosuppressive  medications  under 
Medicare  could  reduce  other  Medicare  expenditures.  Also,  it  is  widely  believed 
that  many  patients  still  receiving  S.S.I,  benefits  under  disability  are 
actually  able  to  return  to  substantial  gainful  activity.  However,  to  do  so 
would  jeopardize  the  funding  for  their  drugs.  Therefore,  with  the  cooperation 
of  fcheir  medical  providers,  they  cling  on  to  their  disability  benefits. 

As  the  Congress  and  the  U.S.  House  Select  Committee  on  Aging  consider  the 
issue  of  rising  pharmaceutical  costs,  we  welcome  any  positive  action  that  will 
control   this  problem.     At  the  same  time,  we  hope  that  the  Congress  will  also 
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move  to  protect  those  individuals  required  to  remain  on  high  cost  medication 
protocols.  In  the  case  of  transplant  recipients,  they  must  remain  on  their 
immunosuppressive  medications  for  the  rest  of  their  lives.  They  have  no 
choice. 

Last  April,  we  had  an  opportunity  to  present  a  number  of  transplant 
patient  concerns  in  a  hearing  held  before  the  House  Select  Committee  on  Aging 
conducted  by  Congressman  Edward  Roybal,  Chairman  of  the  Committee.  We  have 
since  submitted  to  the  Chairman's  staff  a  proposed  legislative  package  that  we 
feel  would  address  many  of  the  problems  faced  by  transplant  patients,  including 
coverage  for  immunosuppressive  drugs. 

We  have  proposed  that  the  one  year  limit  on  coverage  for  immunosuppressive 
drugs  under  Medicare  be  eliminated  and  that  patients  have  life  long  coverage. 
We  would  further  advise  that  the  Congress  adopt  some  of  the  options  that  were 
outlined  in  the  O.T.A.  report.     We  would  propose  that: 

1.  Coverage    for   outpatient    immunosuppressive  drugs  be  extended  to 
Medicare  beneficiaries  whose  transplant  was  not  funded  by  Medicare. 

2.  Include    preexisting   as    well    as   new    transplant  recipients  with 
functioning  grafts. 

3.  Apply  Medicare  secondary  payer  requirements  to  outpatient  immuno- 
suppressive drug  benefits  in  order  to  limit  federal  expenditures. 

We  have  also  proposed  the  adoption  of  an  Immunosuppressive  Drug  Grant 
Program  to  provide  financing  for  patients  without  any  other  coverage.  Patients 
could  apply  for  assistance  if  they  were  not  eligible  for  coverage  under 
Medicare  or  through  any  other  third  party  payer.  The  program  would  be  funded 
through  federal  appropriations  and  administered  by  the  U.S.  Department  of 
Health  and  Human  Services. 

These  reforms  will  have  a  profound  impact  on  organ  transplant  patients. 
Not  only  will  it  provide  transplant  recipients  with  protection  against 
financial  ruin  and  unnecessary  organ  rejection,  it  may  also  provide  them  with 
the  support  needed  to  make  an  attempt  at  returning  to  the  work  force. 

As  the  Congress  examines  this  issue  and  other  health  care  issues  in  1992, 
we  hope  that  serious  consideration  will  be  given  to  the  needs  of  organ 
transplant  patients  and  their  life  long  dependence  on  Immunosuppressive  drugs. 
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STATEMENT  OF  MS.  JULIE  MELENDREZ 
HEART  TRANSPLANT  RECIPIENT 
VANCOUVER,  WASHINGTON 


At  the  age  of  14  I  was  diagnosed  with  cardiomyopathy.  I  was  living  on 
borrowed  time  for  2\  years.  Then  at  the  age  of  16  I  had  a  heart  transplant.  I 
am  now  18  and  know  the  value  of  life.  But,  along  with  ray  second  chance  at  life 
came  tremendous  expenses.     My  medication  being  one  of  them. 

I  have  to  take  immunosuppressive  medications  for  the  rest  of  my  life. 
These  prescription  drugs  cost  me  and  my  family  a  little  over  $1600  each  month. 
I  have  no  choice  but  to  pay  for  these  medications.  I  need  this  medicine  to 
live.  Without  these  medications  I  have  no  future.  I  constantly  worry  about 
the  high  costs  that  I  have  pay. 

I  hope  that  the  Congress  will  be  sensitive  to  our  plight  and  help  people 
such  as  myself  to  keep  on  living.  We  need  your  help  and  we  would  be  ever  so 
greatful.    Thank  you. 
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GOOD  HEALTH  PLAN  ■  SISTERS  OF 

SISTERS  OF  PROVIDENCE  PR  0\ /TOCKTr^C 

HEALTH  PLANS  IN  OREGON  ^   i  l^^^V  IL/CiNV^L, 

1235  N.E.  47TH  AVENUE,  SUITE  220  serving  in  the  west  since  i«56 
PORTLAND,  OREGON  97213-2196 
PHONE:  (503)  249-2981 
FAX:  (503)  287-2638 


DRUG  PAYMENT  DATA  JAN-DEC, 1991 


DRUG  NAME 

COST/UNIT($) 

1st  Qtr 

4th  Qtr. 

Pct.Chg. 

1 . Amoxicil lin  500mg  Cap 

.1623 

.1616 

-0.5%* 

2 .Hydrocodone/APAP5/500 

.0641 

.0638 

-0.5%* 

S.Seldane  60mg 

.6422 

.6949 

+7.6% 

4. Prozac  20mg 

1.5100 

1.6462 

+8.3% 

S.Proventil  Inh. 

.9472 

1.0309 

+8.2% 

6. Zantac  150mg 

1.2615 

1.3266 

+5.0% 

7.0rtho  Novum  7-7-7 

.5800 

.6170 

+  6.0% 

8.Sulfa/TMP  (Cotrim)DS 

.0676 

.0673 

-0.5%* 

9.Prmarin  0.625mg 

.2769 

.2910 

+5.0% 

lO.Dyazide  50/25 

.2837 

.3013 

+  6.0% 

TOTAL  DRUG  COST  INCREASE 

(COST/UNIT)  PLAN  WIDE 

14.7%+ 

*generics  available 

+reflects  both  cost  increase  and  therapeutic  exchange. 
Prepared  by; 

James  E.  Peters  PhD,RPh 

Good  Health  Plan  of  Oregon 
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Cathlamet,  Wa. 


A  thank-you  to  Jolene  and  her  Staff  from  keeping  ray  wife  Janet  frcan  falling 
through  cracks  in  regards  to  SSB>and  their  log-jammed  red  tape.  • 
The  escalating  cost  for  Prescription  Drvigs,  we  all  are  aware  of  it  - 


insurance  with  our  health  care  provider  for  I'm  Retired  -  Have  to  pay  100^ 
out  of  pocket  expenses  for  all  Prescription  Drugs,  I'm  sure  there  are  many 
in  the  same  situation.    Now,  if  you  or  a  member  of  yoxiT  family  falls  ill  to 
a  life-threatening  illness  (in  our  case,  cronic  liver  disease)  -  Prescrip- 
tion Drugs  will  give  your  loved  one  a  chance  for  a  prolonged  life.  Last 
year,  our  out  of  pocket  expenses  for  Prescription  Drugs  out-distanced  our 
premium  paid  for  basic  health  care,  more  than  twice  as  much.    Now  comes  an 
addition  to  the  already  long  list  of  drugs  we  must  buy  each  month,  it's 
called  Interferon,  prescribed  by  doctors  and  necessary  for  ray  wife  has  a 
25^  chance  for  her  illness  to  be  put  into  remission.    The  Interferon  alone, 
the  minimum  cost  will  be  300.00  a  month.    We  now  are  faced  with  out  of 
pocket  expenses  for  Prescription  Drugs  that  could  exceed  525-00  -  Include 
our  monthly  Health  Care  Premium  of  209.00  and  soon  we  will  be  paying  734.00 
each  and  every  month.    This  could  be  an  on-going  type  condition.    One  third 
of  my  net  monthly  income  will  be  absorbed  by  Health  Care.    If  I  become  ill 
I  may  be  forced  to  declare  bankruptcy,  lose  our  new  home  and  join  the  welfare 
system,  completely  swallowed  up  by  a  Health  Care  System  that  is  a  complete 
disgrace  to  it's  citizens.      I  for  one,  am  disappointed  in  that  Governor 
Gardner's  Health  Care  Reform  Plan  did  not  include  this  Monster  (Escalating 
Cost  of  Prescription  Drugs)  -  There  has  to  be  a  cap.    If  an  illne-ss  strikes 
a  family  member  like  I  described,  many  middle  class  citizens  will  not  be  able 
to  cope,  again,  we  could  lose  everything  we  worked  so  hard  for  in  this  life. 


For  the  middle  class  who  presently  have-jHi  basic  Health 


their 


family,  watch  out  for  this  Monster,  Prescription  Drugs.    We  pay  a  private 


Resp, 


DHE-45 

Onset  of  migraine  headaches. 

PREMARIN 

Estrogens. 

MECLOFENAMATE 

Joint  pain. 

CORGARD 

Headaches . 

PROZAC 

Anti-depressant. 

PROPOXY 

Pain. 

BENADRYL 

Counters  side-effects. 

PREDISONE 

Pain.  (Occasional  use  only) 

CAFEGOT  SUPPOS. 

Headaches.  (Occasional  use  only) 

ASPIRIN 

Arthritis, 

TAGAMET 

Gastro-Esophageal  Reflux  Disease. 
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My  mother  is  79  and  my  father  is  82,   retired  and  living  on  a 
fixed  income  paying  a  total  of  $765.20  for  prescription  drugs 
from  May  1991  through  DecemDer  1991.     This  was  after  their 
much  appreciated  Senior  Citizen  discount  offered  through  the 
drug  store.     This  averages  out  to  over  $95.00  each  month. 
THis  amount  does  not  include  non-prescription  drugs. 

A  concern  I  have  is  my  mother  takes  a  perscription  which  costs 
$1.77  a  tablet.     A  thirty  day  supply  is  $51.22  or  with  the  • 
discount  $45.16.     She  is  suppose  to  take  two  tablets  each  day 
however,   she  only  takes  one  as  she  feels  it's  too  much  to  pay 
at  $90.32  a  month  after  her  Senior  discount.     I  feel  their 
are  probably  many  Senior  Citizens  who  are  not  taking  their 
perscribed  medication  because  of  the  high  cost. 


1  represent  a  family  of  four,  my  husband  who  has  been  employed 
with  the  same  company  for  26  years,   I  am  a  housewife  and  we 
have  two  teenage  children,   one  who  is  a  freshmen  in  college 
and  one  a  Senior  in  High  School.     It  is  difficult  at  times 
to  have  the  money  available  to  pay  for  our  prescription  drugs. 
This  last  October  I  let  several  prescriptions  go  unfilled  as 
we  did  not  have  the  money  to  pay  for  them.     On  December  22nd 
(pay-day)   I  had  all  our  perscriptions  refilled  that  our 
family  members  take  at  a  cost  of  $232.01.     I  wished  mypelf  a 
Merry  Christmas  as  1  left  the  drug  store!     We  have  excellent 
insurance  coverage  through  niy  husbands  employment  however, 
you  have  to  have  the  money  up  front  and  pay  for  the  perscription 
drugs,   then  submit  a  claim  to  the  insurance  company  and  wait 
three  or  four  weeks  to  be  reimbursed.     There  are  times  we  just 
don't  have  the  money.     My  blood  pressure  medication  alone 
costs  $87.00  a  month.     My  husband  is  six  years  away  from 
possible  retirement  and  we  are  very  concerned.     It's  not  only 
the  Senior  Citizen  who  is  having  difficulty,   but  the  average 
middle  class  citizen  is  having  a  hard  time  meeting  the  high 
cost  of  prescription  drugs. 


Lopid  L-Thyroxine  titracycline 

Vasotec 

Hydrochlorothiazide 


Premarin 
Thyroid 
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Zantac 

Flurazepam 

Ansaid 


Sulindac 

Cephalexin 

Vitamin  312 

Allopuriaol 

Trental 

Synthroid 

Haloperidol 
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January  27,  1992 


Mr.   Brian  Lindberg 

House  Aging  Committee 

717  O'Neill  House  Office  Building 

Washington,   D.   C.  20515 

Dear  Mr.  Lindberg: 

My  name  is  Ms.   Aura  Huskey.     I  am  84  years  old  and  live  at 
Kirkland  Union  Manor,   3530  SE  84th  Avenue,   #715,   Portland,  OR 
97266.     I  am  on  a  fixed  income,   which  is  better  described  as 
living  on  my  monthly  Social  Security  check. 

When  I  was  first  prescribed  Cardizem  for  my  heart  trouble,  I 
paid  $85.00  for  three  hundred   (300)   pills.     My  last  refill 
cost  $139.50. 

In  1990,   I  was  paying  $75.00  per  month  to  Kaiser  for  my 
supplemental  health  insurance.     In  1991,   it  increased  to 
$125.00  per  month  and  in  1992  it  increased  to  $135.00  per 
month . 

I  assure  you  if  it  were  not  for  me  living  in  subsidized 
housing,   I  would  not  be  able  to  make  it  in  a  fair  market 
society  on  a  fixed  income  with  the  increasing  cost  of 
prescriptions  and  health  insurance. 

Thank  you  for  the  opportunity  to  address  this  issue. 


Ms.   Aura  Huskey 
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